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This microfilm project addresses a crucial period in Chinese history, from the foundation of 
the People’s Republic, in 1949, to the death of Zhou Enlai and Mao, the arrest of the Gang of 
Four and the end of the Cultural Revolution in 1976. | 


This project is drawn entirely from FO 371 and FCO files on China for the 1950s, 1960s and 1970s. 
Key topics addressed include: 


* The major reforms of the 1950s 

The Chinese People’s Republic 
Nationalization of commerce and industry 
Taiwan 

The Korean War 

The Great Leap Forward of 1958 

The Cultural Revolution of the 1960s 

Mao Tse-tung and Economic Recovery 
International recognition and foreign policy 
Trade and commerce with Japan and USA 
Moves toward admission to the United Nations 
Relations between China and Hong Kong 
Soviet-China relations 

Weekly and monthly summaries of events from China 


The material within these files not only reveals Britain’s attitude toward China, but also the wider 
repercussions of her interest there. Of particular interest is the United States’ reaction to Britain’s 
relationship with China and her new Communist rulers. 


The following extract shows how the UK’s policies toward the new regime in Peking could have 


unforeseen consequences, as well as giving a good sense of the tensions that underpinned the 
‘special relationship’: 


“Dear Department, 

We enclose a memorandum dated 28th November by His Majesty’s Consul-General at New York, 
reporting certain views which were expressed to him by a prominent Republican about the United 
Kingdom’s intention to recognise the Chinese communist government. The gist is that the United 
Kingdom's evident desire to recognise [Mainland China] is combining with other existing factors to 
produce a hostile Republican attitude to the United Kingdom, which may adversely affect British 
prospects for completion of the Marshall programme.” 


In another letter, to Schuman the French Foreign Minister, Britain’s sensitivity to international 
reactions to her policies, and the entangled nature of the Far Eastern situation are revealed: 


“We cannot indefinitely go on ignoring the effective government of a vast territory like China. | shall 
be happy if the French government take a similar decision, but if you cannot | shall understand the 
special difficulties of your position arising out of the Indo-China situation.....1 earnestly trust that our 
recognition of China will not add to your difficulties in Indo-China - my considered view is that worse 
dangers would flow from non-recognition than from recognition of China - and | hope that neither your 
own authorities on the spot, nor Bao Dai and his administration, will misinterpret our action....” 


Part 1 concentrates on the complete files for 1949. 


President Chiang's New Year Message for 1949 (see FO 371/75736) opens: | 

"We are convinced that all patriotic citizens will not tolerate the Communist method of “liquidation" 
and “struggle” and that they are not willing to abandon their liberty..." \t goes on to argue: “...Being a 
strong believer in the three Peoples Principles and abiding by Dr Sun's bequeathed teachings, | did 
not have any intention of fighting the Communists at the end of the war. Immediately after V-J Day, 
the Government declared its principles for peace and reconstruction. Later it went one step further by 
seeking to solve the Communist question by means of political consultation. In the one-and-a-half 
years that elapsed, the Communists disregarded every agreement and obstructed every peace effort 
that was made. As a result these agreements and the programmes which were agreed upon were not 
implemented. In the end the Communists started an all-out rebellion, thereby endangering the very 
existence of the nation. Unwillingly the Government was forced to order a general mobilization and 
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proceed with the anti-communist campaign..." 


A total of 45 files, entitled "Events leading to the formation of a communist government of the 


Peoples Republic of China", record the progress of the Revolution and the eventual triumph of 
Mao Tse Tung and the Communist Revolutionaries. 


A large grouping of 21 files (FO 371/75810 through to FO 371/75830) covers Recognition of the 
Communist Government of China, in particular: discussions between Britain and other governments 
on the question of recognition. Other files in Part 1 give a background report on events in China in 1948; 
brief biographies of leading communist personalities in China; details on relations between China and 
Hong Kong; relations between Hong Kong and Macao; weekly and monthly summaries of events in 
China in 1949; the move of the Chinese Government from Nanking; Soviet-China relations; with 
numerous files on the Economic situation in China and British Commercial interests in China. 


There are 6 files on Formosa/Taiwan. 


The famous incident involving HMS Amethyst in the Yangtze River, 20 April 1949, is well covered in a 
total of 11 files. Further files document the Chinese National Government blockade of ports under 
communist control and the closure of Chinese territorial waters up to 12 miles; British shipping in the 
region; the position of British subjects in China; evacuations from Shanghai; compensation for the 
bombing of British ships by Chinese Nationalist air forces; British Coal Mining interests in China; the 
move of Chinese National Airways Corporation to Kai Tek airport in Hong Kong; Sovereignty issues 
regarding Kowloon and the New Territories; as well as details of the likely impact of events on the 
situation in Indo-China, Burma and Malaysia. 


The new regime in China, called the People’s Republic of China, was officially proclaimed on 

1 October 1949. The Organic Law of 1949 became the basic law of the land and was not replaced 
until the 1954 Constitution was adopted. 

The wider availability of all these files, made possible by this microfilm edition, opens up many new 
possibilties for research. 


“China specialists can contribute to wider theoretical debates by suggesting new concepts and tools for 
understanding the role of national identity and nationalist imperatives in the foreign relations of post- 
imperial states....” 

Dr Chris Hughes 

Lecturer in Modern Chinese History, Middlesex University 

writing in Chapter 15 of The Contemporary History Handbook 

(Manchester University Press, 1996) 


These files are particularly valuable not only because Britain had strongly established interests in the 
region and an extensive network of contacts, but also because, unlike America, Britain recognised the 
Chinese Communist Government early on and maintained a full diplomatic presence in China. The =~ 
documents reproduced here provide a mass of fascinating source material for the study of this crucial 
period in the history of modern China. Scholars can also analyse the divergence in the British and 
American views on developments in the region and the differing response to each new situation. 


Part 2 continues from Part 1 with its in depth coverage of events in China, Hong Kong, Macao 
and Taiwan by means of weekly and monthly reports. Many files monitor the progress in the 
take over of the whole of mainland China by the forces of Mao Tse Tung’s Communist 
Government. Many files are again devoted to the question of recognition. There is analysis on 
Sino-Soviet relations, American policy towards China and Taiwan, the invasion of Tibet, the 
situation concerning Quemoy, the control of exports of strategic materials to China and North 
Korea, the defence of Hong Kong, British Commercial Policy and the Blockade of the Yangtse 
by the Nationalists. , 


There is much analysis on the economy and business affairs of Hong Kong and on issues concerning 
Hong Kong and China. Economic factors and British interests in China are well covered along with files 
on Land Reform. , 


David Tyler 
March 1999 


TECHNICAL NOTE 


Our microfilm publications have been prepared and produced in accordance with recommended and 
established guide-lines for the production of microform of superior quality. These conform to the 
recommendations of the standard guides to good microforming and micropublishing practice. 


Attention should be drawn to the nature of the original material. All the material consists of FO 371 
files containing loose papers. Most of the material is in very good condition. A few manuscript 
documents consist of faintly legible correspondence and records written with a variety of inks, pens or 
pencils and on paper of many different types and thicknesses. A few items are stained or discoloured 
at the edges, or comprise material on very thin paper, which is so thin that there is show through that 
renders the original document difficult to read. A few items consist of carbon copies of documents and 
these again pose problems where the original is very faint. 


These original characteristics present difficulties of image and contrast which stringent tests and 
camera alterations cannot entirely overcome. Every effort has been made to minimise these 
difficulties. An A4 identification target is filmed at the front of every new PRO piece number. Each 
frame is filmed with a vertical strip target which identifies the relevant Public Record Office class 
number and piece number. 


The Public Record Office at Kew, England, has exercised the most responsible care in the filming of 
this unique collection and this microfilm publication meets the standards established by the 
Association for Information and Image Management (AIIM) and the American National Standards 
Institute (ANSI). 
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CONTENTS OF REELS 
REEL 1 
FO 371/75731 Report on events in China for 1948 


FO 371/75732 
FO 371/75733 
FO 371/75734 


Brief biographies of leading communist personalities in China 

Weekly and monthly summaries of events in China, January - September 1949 
Political situation in China: Events leading to formation of a Communist 
government of the People's Republic of China, with the capital at Peiping which 
now resumes its former name of Peking 


FO 371/75735 
FO 371/75736 
FO. 371/75737 
FO 371/75738 
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REEL 5 

FO 371/75761 
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FO 371/75763 
FO 371/75764 
FO 371/75765 
FO 371/75766 


REEL 6 

FO 371/75767 
FO 371/75768 
FO 371/75769 
FO 371/75770 
FO 371/75771 
FO 371/75772 
FO 371/75773 
FO 371/75774 
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REEL 7 

FO 371/75776 
FO 371/75777 
FO 371/75778 
FO 371/75779 
FO 371/75780 
FO 371/75781 
FO 371/75782 
FO 371/75783 
FO 371/75784 
FO 371/75785 


FO 371/75786 
FO 371/75787 
FO 371/75788 
FO 371/75789 
REEL 8 

FO 371/75790 
FO 371/75791 
FO 371/75792 
FO 371/75793 


REEL 9 


FO 371/75794 


FO 371/75795 
FO 371/75796 


FO 371/75797 


Political situation in China: 
Political situation in China: 
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Ditto 
Ditto 
Ditto 
Ditto 
Ditto 
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Ditto 
Ditto 
Ditto 
Ditto 
Ditto 
Ditto 
Ditto 
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Political situation in China: Ditto 


Political situation in China: Ditto 

Political situation in China: Ditto 

Political situation in China: Ditto 

Relations between China and Hong Kong: Communist activities in Hong Kong 
Relations between China and Hong Kong: Communist activities in Hong Kong 
Relations between China and Hong Kong: Communist activities in Hong Kong 
Relations between China and Hong Kong: Communist activities in Hong Kong 
Relations between China and Hong Kong: Communist activities in Hong Kong 
Relations between China and Hong Kong: Communist activities in Hong Kong 
Communications with communists in Mukden via Hong Kong: Establishment of 
Diplomatic Wireless Service at Hong Kong 

Communications with communists in Mukden via Hong Kong: Establishment of 
Diplomatic Wireless Service at Hong Kong 

Communications with communists in Mukden via Hong Kong: Establishment of 
Diplomatic Wireless Service at Hong Kong 

Hong Kong monthly reports and political summaries, December 1948- 
November 1949 


Relations between Hong Kong and Macao 


Relations between Hong Kong and Macao 


‘Weekly and monthly summaries of events from China 


Weekly and monthly summaries of events from China 
Weekly and monthly summaries of events from China 


Move of Chinese government from Nanking and proposals that foreign missions 
in China should move with it 
Move of Chinese government from Nanking and proposals that foreign missions 
in China should move with it i 

Move of Chinese government from Nanking and proposals that foreign missions 
in China should move with it 

Notes on labour and industry in Communist China 


FO 371/75798 Memorandum by Sardar Panikkar on developments in the border areas of 
China and repercussions upon India of a communist regime in China 

FO 371/75799 Chinese Nationalist government's proposals to Burma, Siam, The Philippines, 
South Korea and India to join with China in an Asiatic anti-communist bloc 

FO 371/75800 Developments on the Sinkiang border. Sinkiang province declares itself in 
favour of the communist regime : 


REEL 10 

FO 371/75801 Chinese Nationalist government occupation and administration of the island of 
Formosa-Taiwan 

FO 371/75802 Chinese Nationalist government occupation and administration of the island of 
Formosa- Taiwan 

FO 371/75803 Chinese Nationalist government occupation and administration of the island of 
Formosa- Taiwan 

FO 371/75804 Chinese Nationalist government occupation and administration of the island of 
Formosa- Taiwan | 

FO 371/75805 Chinese Nationalist government occupation and administration of the island of 
Formosa- Taiwan 

FO 371/75806 Kuomintang activities in Hong Kong 

FO 371/75807 Transfer of control of Dairen and Port Arthur from Soviet Union to Chinese 
communists 

FO 371/75708 Deliberate obstruction by communist officials at Tientsin in day-to-day dealings 
with British consular staff 

FO 371/75809 Claims of the Hong Kong and Shanghai Banking against the former Shanghai 
Municipal Council 


REEL 11 


FO 371/75810 Recognition of Communist Government of China: Discussions between British 
and other governments on the question of recognition 

FO 371/75811 Recognition of Communist Government of China: Ditto 

FO 371/75812 Recognition of Communist Government of China: Ditto 

FO 371/75813 Recognition of Communist Government of China: Ditto 

FO 371/75814 Recognition of Communist Government of China: Ditto 

FO 371/75815 Recognition of Communist Government of China: Ditto 


REEL 12 


FO 371/75816 Recognition of Communist Government of China: Ditto 
FO 371/75817 Recognition of Communist Government of China: Ditto 
FO 371/75818 Recognition of Communist Government of China: Ditto 
FO 371/75819 Recognition of Communist Government of China: Ditto 
FO 371/75820, Recognition of Communist Government of China: Ditto 
FO 371/75821 Recognition of Communist Government of China: Ditto 


REEL 13 | 

FO 371/75822 Recognition of Communist Government of China: Ditto 
FO 371/75823 Recognition of Communist Government of China: Ditto 
FO 371/75824 Recognition of Communist Government of China: Ditto 
FO 371/75825 Recognition of Communist Government of China: Ditto 
FO 371/75826 Recognition of Communist Government of China: Ditto 


REEL 14 

FO 371/75827 Recognition of Communist Government of China: Ditto 
FO 371/75828 Recognition of Communist Government of China: Ditto 
FO 371/75829 Recognition of Communist Government of China: Ditto 


FO 371/75830 
FO 371/75831 


FO 371/75832 


REEL 15 


FO 371/75833 
FO 371/75834 
FO 371/75835 
FO 371/75836 


FO 371/75837 
FO 371/75838 
FO 371/75839 
FO 371/75840 


REEL 16 
FO 371/75841 


FO 371/75842 
FO 371/75843 
FO 371/75844 
FO 371/75845 
FO 371/75846 
FO 371/75847 
FO 371/75848 


REEL 17 
FO 371/75849 


FO 371/75850 
FO 371/75851 


FO 371/75852 
FO 371/75853 


REEL 18 


FO 371/75854 
FO 371/75855 
FO 371/75856 
FO 371/75857 
FO 371/75858 


REEL 19 
FO 371/75859 


FO 371/75860 
FQQ371/75861 
FO $71/75862 
FO 371/75863 
FO 371/75864 
FO 371/75865 
FO 371/75866 


Recognition of Communist Government of China: Ditto 

Position regarding admission to the United Nations of a Chinese Communist to 
replace the Nationalist government representative 

Soviet-China relations: Chinese Nationalist government complaint to the United 
Nations regarding Soviet violation of the Sino-Soviet Treaty of 1945. 
Establishment of diplomatic relations between the USSR and the communist 
People's Republic of China 


soviet-China relations: Ditto 

Soviet-China relations: Ditto 

soviet-China relations: Ditto 

Administration of justice in Communist China: Principles on which new legislation 
will be based 

Machine-gunning of British ship SS Hupeh at Tangku on 16 December 1948 
Retained by Department under Section 3 (4) 

United Kingdom government policy towards Hong Kong 

Economic situation in China: Economic reports, November 1948-September 1949 


Economic situation in China: Economic reports, November 1948-September 1949 
Development of trade between Formosa and the sterling area 

Closure of the Commercial Secretariat in Shanghai from 1 April 1949 

Currency and exchange problems and financial situation in China 

Currency and exchange problems and financial situation in China 

Currency and exchange problems and financial situation in China 

Currency and exchange problems and financial situation in China 

Currency and exchange problems and financial situation in China 


Official funds: Currency reserves for British consulates in China 

Official funds: Currency reserves for British consulates in China 

Replacement of gold yuan by People's Bank notes: Communist approach to 
foreign banks to handle People's Bank affairs. Activities of foreign banks in China 
Replacement of gold yuan by People’s Bank notes: Ditto 

Control of Hong Kong entrepot trade with China and North Korea: Control of . 
strategic materials northward from Hong Kong to communist territory 


Control of Hong Kong entrepot trade, with China and North Korea: Ditto 
Control of Hong Kong entrepot trade with China and North Korea: Ditto 
Control of Hong Kong entrepot trade with China and North Korea: Ditto 
Control of Hong Kong entrepot trade with China and North Korea: Ditto 
Control of Hong Kong entrepot trade with China and North Korea: Ditto 


Foreign trade in Communist China 
Foreign trade in Communist China — 
Trade situation in Shanghai . 
Trade between Japan and North China 
Soviet-Manchurian trade agreement 
British commercial interests in China 
British commercial interests in China 
British commercial interests in China 
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FO 371/75869 


FO 371/75870 
FO 371/75871 
FO 371/75872 
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FO 371/75897 
FO 371/75898 
FO 371/75899 
FO 371/75900 


FO 371/75901 
FO 371/75902 


FO 371/75903 


British commercial interests in China 

British commercial interests in China 

Sino-Hong Kong Customs Agreement: Exchange of notes 18 October 1948, 
Proposed termination 

Supply of aircraft, tanks and chemicals to nationalist China 

Plans for the defence of Hong Kong 
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Supply of arms to China 

Proposed location of United States warships after withdrawal from Tsingtao 
Repair and harbourage facilities at Hong Kong and Singapore for naval ships of 
Nationalist China: Return to United Kingdom of British warships on loan to China 
Repair and harbourage facilities at Hong Kong and Singapore for naval ships of 
Nationalist China: Return to United Kingdom of British warships on loan to China 
Report on moves of Chinese naval establishment 

Policy regarding vessels transferred to China in the event of a change of regime 
in China | 
Attack of HMS Amethyst in the Yangtze River, 20 April 1949 

Attack of HMS Amethyst in the Yangtze River, 20 April 1949 . 
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Attack of HMS Amethyst in the Yangtze River, 20 April 1949 

Attack of HMS Amethyst in the Yangtze River, 20 April 1949 

Mining of Yangtze estuary by the Chinese Nationalist Navy 

Safeguarding of British lives and property in Shanghai 

Chinese Nationalist government blockade of ports under Communist control 
and closure of Chinese territorial waters up to 12 miles 

Chinese Nationalist government blockade of ports under Communist control 
and closure of Chinese territorial waters up to 12 miles 

Chinese Nationalist government blockade of ports under Communist control 
and closure of Chinese territorial waters up to 12 miles 

Chinese Nationalist government blockade of ports under Communist control 
and closure of Chinese territorial waters up to 12 miles 


REEL 25 


FO 371/75904 Chinese Nationalist government blockade of ports under Communist control and 
closure of Chinese territorial waters up to 12 miles 
FO 371/75905 Chinese Nationalist government blockade. of ports under Communist control and 
closure of Chinese territorial waters up to 12 miles 
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closure of Chinese territorial waters up to 12 miles 
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closure of Chinese territorial waters up to 12 miles 
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FO 371/75916 Chinese Nationalist government blockade of ports under Communist control and 
| closure of Chinese territorial waters up to 12 miles 
FO 371/75917 Chinese Nationalist government blockade of ports under Communist control and 
closure of Chinese territorial waters up to 12 miles 
REEL 27 
FO 371/75918 British shipping trade with China 
FO 371/75919 British shipping trade with China 
FO 371/75920 British shipping trade with China 
FO 371/75921 Bombing of British ships by Chinese nationalist air-forces. Claims for compensation 
FO 371/75922 Bombing of British ships by Chinese nationalist air-forces. Claims for compensation 
FO 371/75923 Proposed construction of a new international airport at Deep Bay, Hong Kong. 
Removal of Chinese National Airways Corporation from Kai Tak airport, Hong Kong 
REEL 28 
FO 371/75924 Move of Chinese National Airways Corporation to Kai Tak airport, Hong Kong 
FO 371/75925 Move of Chinese National Airways Corporation to Kai Tak airport, Hong Kong 
FO 371/75926 Rescue of passengers of SS Ling Yung by HMS Cossack 
FO 371/75927  Re-establishment of wireless and cable communications with China 
FO 371/75928 Re-opening of the London-Shanghai radiotelephone service 
FO 371/75929 British Coal mining interests in China; negotiations with communists concerning 
Kailan Mining Administration 
FO 371/75930 British Coal mining interests in China; negotiations with communists concerning 
Kailan Mining Administration 
FO 371/75931 Sovereignty in Kowloon and the New Territories 
FO 371/75932 Supplies of petrol and oil to communists and nationalists in China 
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FO 371/75933 
FO 371/75934 
FO 371/75935 
FO 371/75936 
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FO 371/75938 
FO 371/75939 
FO 371/75940 


REEL 30 

FO 371/75941 
FO 371/75942 
FO 371/75943 
FO 371/75944 
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FO 371/75946 
FO 371/75947 
FO 371/75948 
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FO 371/75950 
FO 371/75951 
FO 371/75952 
FO 371/75953 


FO 371/75954 


FO 371/75955 
FO 371/75956 


FO 371/75957 


Position of British mining and industrial concerns in China 

Repatriation of Chinese undesirables from Malaya 

Repatriation of Chinese undesirables from Malaya 

Evacuation of Czech subjects from Shanghai 

United Kingdom government policy towards granting asylum to Chinese 
political refugees 

Position of British subjects in China: evacuation from Shanghai 

Position of British subjects in China: evacuation from Shanghai 
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Position of British subjects in China: evacuation from Shanghai 

Position of British subjects in China: evacuation from Shanghai 

Position of British subjects in China: evacuation from Shanghai 

Chinese immigration control at Hong Kong and Malaya 

Request for guidance connected with the occupation of Shanghai by the 
communists 

Establishment of British Embassy liaison office at Canton comprising staff from 
British Embassy Nanking | 
Security measures and location of British Embassy offices during period of take 
over of China by communist forces | 

Closure of British Consulate, Swatow 

Closure of United States consulates in China: Protection of United States 
interests by British consular officers 


Closure of United States consulates in China: Ditto 

Closure of United States consulates in China: Ditto 

Closure of United States consulates in China: Ditto 

Increase in visa applications from Chinese Nationalist Government consular 
Officials 

Status problems of Chinese diplomatic staffs when Chinese Communist 
Government takes over from the Kuomintang government 

Foreign government service attaches in Hong Kong 

Communist tax on consulate buildings in China: Registration of property owned 
by foreigners 

Communist tax on consulate buildings in China: Ditto 


FO 371/75794 


1949 


Move of Chinese 
government from Nanking 
and proposals that foreign 
missions in China should 
move with it 
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(No, 25) Foreign Office, _Tien-hsi reminded me that, notwithstand- 
Sir, 18th January, 1949... ing the military successes of the. Com- 
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our Excellency, 


” 


. 


Pursuant to urgent telegraphic instructions 
rom my Government, I request earnestly once again 
our Excellency to instruct your Embassy in Nanking 
Oo move to Canton - a subject to which [ have 
repeatedly invited your attention in the past two 
weeks. The reaction of the British Ambassador in 
Nanking to the request of my Government, which was 
conveyed to him in the form of a Note, Was rather | 
disappointing. He seemed to doubt whether the 

vernment would in fact move at all. But, as I 
informed His Majesty's Foreign Office on the 27th 
January, the seat of the Chinese Government will be 
in Canton from the 5th February. 


While the Chinese Government have been 
exerting all their efforts in trying to bring about 
peace, there has so far been no response from the 
Communists. On the contrary, the. Communist forces 
have been pressi on all the time. It is therefore 
presumed that Nanking may be subject to bombardment 
even in a day or two. hus the British Ambassador, 

hesitatl to ys Sat f with our recuest, is exposir 
himself and his staff to serious personal danger and 
unwarranted risk. 


In view of the above, I beg Your Excellency 
to reconsider your decision and to give your Ambassador 
immediate instructions to move His Majesty's Embassy 
to Canton, ed¢ 


I have the honour to be, with the highest 
consideration, | 


Your Excellency's obedient Servant, 


The it. Hon. Er nest Bevin 
beat Office, 


Your Excellency, 
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‘I have the honour to acknowledge receipt 


és | of the note No. F.0.49/9 of 29th January in 
Ambassador — : which Your Excellency once more invited my — 
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Government to transfer the seat of govern 


4 : ’ . . ‘i ; Lk tals 


PPE ee ee 


to Canton on 5th February and reiterated the 


¢ ; : ere 


request that H.M. Ambassador should be 


instructed to follow. 


2. I wish in reply to assure Your — 
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Excellency that my decision to instruct Sir R. 


Stevenson to remain in Nanking at 


taken after full consideration of the et 
stances, of which the move of the Chines 
Government to Canton constitutes only one 


/ ‘ <i ie 


factor. In spite of the fact that I am 


unable to accede to the request of the 
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M. Roché of the French Embassy Called on me this 
afternoon under instructions from his Government to 
discuss the question of our Ambassadors at Nanking. 
In spite of our telegrams to Paris and in spite of 
the conversations which Mr. | Ashley Clarke had had at 
the Quai d'Orsay, the French Government still advanced 
the view that it would be desirable for the Ambassadors 
to move, at any rate to Shanghai. 

I told M. Roché that we remained of the same 
opinien still. We quite understood that the anxiety 
of the French Government was due to their fear that the 
Powers might somehow become committed to an early 
recognition of a Communist Government: » and that the 
authority of that Government might extend over the 
whole of China, thus rendering the French task in 
Indo-China immeasurably more difficult. But it was 
our contention that if we moved our Ambassadors, they 
could only return to Nanking at the price of recog- 
nition. If on the other Wand they stayed, we should 
be free to make up our minds in due course what 
attitude we would take towards any new Government 
which came into power. A move to Shanghai, while 
it might be convenient, would be open® to the same 
objection as a move to Canton. As far as we knew, 


the North Atlantic group of powers and the Western 
Union powers were keeping their Ambassadors at Nanking, 
and we had instructed Sir R. Stevenson to remain. 


M. Roché undertook to convey. ‘these arguments to . 
his Government. Incidentally, he said that the Russian 
and mehgetod were moving to Canton, but he had no idea 

ormati on Was based. : 


bp age ergy An) Sky, ep ers 


Valet oe 


wn 


# Resistry 4887/10118/10 


“Number 


Chinese Anbass- 
gdOz. 


0. 


Dated 97 gan 4949, 
Received ‘eo 1949 
in Registry 

China 


po aeep 


Last Paper 


Fig 


References 


< ene Nice 


aby NOE STEELS 


Brera 


peers 


ae 


we 


So} SOA BP eae My Pee. Bee 2 eR EE LE, Beeson, hs S uN SR nt DR Te Rt i - . ws J hi 
gl " “ie gs ie : ee : 


ele ke Bes 


AIDE-MEMOIRE e is eiescann 
— ey 


The Chinese Government having determined 
to bring about peace in China, the Executive 
Yuan decided that a cease-fire order should be 
given immediately and designated five delegates 
for the negotiation of peace, hoping, of course, 


that the Communists would act in like manner. 


But though five days have elapsed, Communist 


troops are still pressing on. In consequence and 
as a matter of precaution, the Chinese Government 
have no alternative but to move their seat to 
Canton, while still maintaining their intention 
to bring about peace. From the 5th February, 
1949, Ganton will be the seat of the Chinese 
Government. . 

It is earnestly requested that His Majesty's 
Government instruct their Embassy in China to 
move to Canton as soon as possible. The Ministry 
of Foreign affairs will afford all assistance in 
the transfer from Nanking to Canton. 
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Further to the memorandum sent by the Chinese 
Ministry of Foreign Affairs oe anual oe eey to all 
Diplomatic Missions in Nanking requesting them to 
move all their diplomatic personnels to Canton 
bdéfore the 8th February, another circular memorandum | 
was sent to them on the end February embody ine Maou oe 


following points: 


1. The Ministry of Foreign iptaina in Nanking 
will stop receiving documents after 
5 ofclock on the 3rd February and will start 
functioning on the Sth February in Canton at 
68/70 Fu Shing Lu. Negotiations between 
the Chinese Government and the various 
Missions beginning from February 5th should 
be conducted in Canton. The Shanghai Office 


of the Ministry of Foreign Affairs will also 
be closed on the ord February. 


Beginning from the Sth February, Nanking and 
Shanghai will become pom gl, Son gape The 
Chinese military forces and local police will 
exert their utmost to afford protection to 
the members of the diplomatic missions left 
there and to their properties. It is however 
earnestly requested that members of the 
diplomatic missions remaining in Nanking and 
shanghai will be goo’ enough to give their 
co-operation to the Chinese military and 
Olice forces in all measures that they deem 
t necessary to take in these two cities, so 


as to secure the highest degree of safety to 
the missions. 


After the 5th February diplomatic officers 
remaining in Shanghai and Nanking are 
requested to deal with the Foreign Affairs 
section of the Municipal Governments of these 


two cities in regard to matters TERRE OF a 
local nature. ; 
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the 16th January the Chinese  §#. 
Ambassador requested the Secretary of State 
that H.M. Ambassador to China should . | 
instructed to accompany the Chinese Government 
if it had to move from Nanking. Onor .| 
about the 26th January Diplomatic Missions 

wnking were officially informed that 

) om the 5th February Canton would be. 

Foo at yd established seat of the Central | 

rnmen al oy ee A 


I n king 
to establish informal relations 
-@ successor government. 

3. On the 26th January the U.S. Government, 
with whom H.M.G, had been in close touch, 
decided to leave the U.S. Ambassador in 
Nanking, and asked H.M.G, to act similarly 
and press other governments to follow suit. 
The matter was accordingly discussed by 
the Secretary of State on the 27th January 
with the Foreign Ministers of the other 
Brussels Treaty Powers, and it was agreed 
that all these Powers should instruct their 
representatives to remain Nanking. The 

inese Ambassador was informed of H.M.G.'s 
decision. : 
h. At present all Heads of Mission in 
Nanking, except the Soviet Ambassador who 
has gone to Canton, intend to remain in 
Nanking. In most cases a senior officer is 
being sent to Canton to maintain liais 
with the Central Government or as 

ready in Canton for that purpose. 


that of a Counsellor of 


ia) 


8, 


Se 
we 


ey 


ee 


8, 
8 


Cc 
t 
8 
° 


la ind 
° 
subjec 

Lahde 


r 
it 
not 


% 


t 


sho 
hig 


5 
. ’ 
fiers ay 


Be 


i 
ab 

u 

to 


u 
su 


ot 


‘ 


& 


RECEIVER IN 6, 


Sag 


FED 


0 


+ 


1 


maa 
4 


tion, 
reply 


gra 
e. 
remainin 
the 


of 


disinte 
that 
Ambas 8 


8 
tish 
w 


? 
emale Bri 


g 


itua 


£ 


ae 


1% Fem 
British subjec 


are being advised 


sire 


, mY, 
‘ >: a Re 7 
i aga Pere 


és 3 : “ ; tek es, ee re eee 
2 : =" Lak oy at 

a 4 is pe we the BPN ee wig yes ae ae Pe ar we 

Sia n a Sih pence ntinonpin’ - 

ee ome ee 


. 
’ > a 
sam 28) 


RAC IMET Le De ag I 
aah ee pe 


yaa 
Fy aes 
Ea 


* 7% * 
eh a peek 
ye ORY ae 
- 7 2” = 


vine 


> 


yassy, whose status. 


+ 3¥ 


. 


me oe 


SS aay ar 
Ridses: x ie 
nen oe eee 
Segre 
2 


ae ae 


: 
oe 


es 
sae 


Seige 
pace 


ey 
2 
Pt 
i 
ee gts: 


rs 
3 


rere 


cae 


iss 


ee 


oa ene 
pee | 
a, 


2 
"ial 


“iP 


4 Hie 


otis, 
phd <a reek BM sea ehia pelt datas cae, probe eatin bata suk ae: a ee 


— —_[_——_ -—- - => 


‘ ui . —_ ; ‘ z - “ x y , ‘ . = 
~s 4 * HAY 3. ARS @ 
wt oF Me . Ty. UL 
f Neeoph he ~ ORE, 4 ¥ Bae‘. 2% “S whe | 
5 ‘ ” i‘ : ] 


Cee 
Perea nat Be 
Pit reeks 


Maar phar 


et 


' 


Last Paper 
3 2¢)3 


References 


(Print) 


0 


5 ee ergs 


ett piel ee 


- 
va 


oa i ae 


4 tad 


ort 


+ aa eae 


: acs re ee 


(Minutes) 
Copies are being sent saving 
to Brussels, The Hague and Lisbon. 


We already know that General 
Pai Chung-hsi is preparing to evacuate Hankow if and 
when Communist pressure on him increases, and it is 
reasonable to assume that if he does so he will fall 
back on his native province of Kwangsi; and equally 
reasonable that his old, colleague Li Tsung-jen 
shd. join him there. a China south of the Yangtze 
we have heard many rumours that the governas ef 
various movirr es were considering local alliances 
between each other, and therefseems little doubt 
that the authority of the rump govt. at Canton is 
rapidly | x diminishing and that fissiparous 
tendencies are rapidly developing in the territory 
inder its nominal control. The point is.,,@Semuamy 
whether any of these provincial units will be v 
We have always taken the view that they will be 
le to hold their own against a solid Communist 
state north of the Yangtage, and heads of missions in 
Nanking seem to share this view. | 
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HIS Majesty's Ambassador at Nanking 


presents his compliments to His Mejesty*s Consul=General, SHANGHAI, 


and has the honour to transmit to him the under-mentioned documents. 


British Embassy, TF ad 
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NANKING. 
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The FRENCH AMBASSADOR told me this morning that, as a 

‘result of the recommendation of the diplomatic representatives 
in Nanking to the effect that it was undesirable that the 
United States Ambassador should leave Nanking at this 
moment, the French Government had enquired in Washington what 
the intentions of the United States Government in this matter 
were. He asked whether HM, Government were disposed to make 
&@ similar enquiry. | 
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established there from the 5th February, as expressed 
in the said Aide-Memoire. In this connection, it 
may also be helpful to recall that, in the said Note, 
it was elgg Sas opt stressed that "Thus the British 
Ambassador, by hesitating to ore with our request 
ls exposing himself and his staf 
danger and unwarrented risk." 


On the zend April the Political Vice-Minister, 
actually Acting Minister, of the Chinese Ministry of 
Foreign Affairs, Dr. George Yeh, personally telephoned 
to His Majesty's Ambassador in Nanking, Sir Ralpr 
Stevenson. informing him that Communist attack on 
Nanking was imminent and that Nanking had become a 
theatre of war, urging him, therefore, for the 
sake of safety and for the convenience of official 
contact to remove the Embassy forthwith to Canton, 
and reminding him that the seat of the Chinese 
Government had, since the 5th February, been 
established in Canton. His Majesty's Ambassador 
thanked Dr. George Yeh for the message, but replied 
that he had received instructions to remain in-Nanking. 


The Chinese Government can well understand 
the importance which His ead ti Government attach 
to their commercial interest along the Yangtze, but, 
in view of the present situation, it would be unwise 
to look at matters only from that angle. oe 


© serious personal 


faerie. 


| What is ee place in China is not, as 
sometimes bay atoning n some quarters, a struggle 
for politica 
the Nationalist Party and the Communist hg ht 
It 1s no more and no less than a struggle between 
peoree who believe in freedom and those who are 
ent on world Communism, which is the negation of 
freedom. For that reason the Chinese Government 
are determined, irrespective of sacrifice, to 
pursue the war of freedom to the end. 


The recent attack by the Communists on three 
British warships and the subsequent repellent 
attitude adopted by the Communist authorities 
towards the British Consul-General in Tien-Tsin 
are eenveuceee proof that no normal Spe es can 
be established with a Communist-controlled regime 
and it is hopeless to harbour such expectation. 


The AGtLDE President, General Li Tsung Jen 
is rigs aa immediately for Canton, the present 
seat Of the Chinese Government. 


In view of the fact that Nanking has become 
roma ptt A theatre of war and of the lhe gd 
the situation, and in the interest of the goo 
relations between the two countries, it is once 
more earnestly requested that His Majesty's | 
Government will instruct their Ambassador in Nanking 
to remove their Embassy forthwith to Canton, the 
present seat of the Chinese Government. 
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of 18th May to the Foreign Office, 
where the problem of continued representation with 
the Chinese Nationalist Government in the event of 
its removal from Canton is discussed. 


2 You may be interested to know that in the 
course of a general conversation on 25th May, Sprouse 
referred to the possibility of the Nationalist Govern- 
ment removing itself from Canton, possibly to Chungking, 
and said that the United States and the United Kingdom 
would have to “get together" soon so as to keep in 
step about representation. He mentioned that the 
United States was represented in Chungking at present 
by a Vice~Consul and that it would look rather odd 
if the contact with the Nationalist Government were 
at this level. He did not appear to have any fixed 
idea what Kind of representation there should be. 
Nor did he appear to have made up his mind that 
the foreign representatives should necessarily 
follow the Government from Canton, but he did say 
‘that if there was no representation with the 

in its new abode it would seem equivalent 
to withdrawal of recognition. Our impression is that 
he was simply referring to the subject so that we 
should be thinking about it in advance and would 
not overlook that it would be desirable for our 
two countries to act together. 
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2. Telegram to Nanking 


oA.E. Franklin 
22nd December, 1949. 
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‘errr 


The Chinese Ambassador presents his 
compliments to His Majesty's re enweRes secretary of 
tate for Foreign Affairs and has the honour to 
state that he has just been instructed by his 
Government to inform His Bxcellency that: 
(1 By Presidential Mandate dated the 7th 
December the seat of the Chinese Government 
moved to Taipei (Formosa), and th 
Headquarters were established in Sichang, 
sikong Province, to command the military, 
naval and air forces in continuing the 
fight against the Communists on the mainland. 


The Executive Yuan and the Ministry of - 
Foreign Affairs have been functioning in 
Taipei since 9th December. 
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t Paper (Minutes) 


| ow this ndeskial + Latrn iy 
In this useful report,the Labour Attaché 


eferences : puts together further evidence that the Chinese 


Communists ) | 
£25382~ slo <a ¥% follow classical Bolshevik lines and are no mere 
robs 3 q | agrarian reformers. 


China being a largely peasant country with 
” a proportion of ite trade and industry in foreign 
75-79 hands the policy outlined within coincides more 
: closely rather than less with Russian policy in 
(Print) i the early days of Soviet power than does (¢ 
| | policy in some of the satellite countri 
is outlined here ie in fact a Chinese N.E 

paragraphs 5 and 6). 
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Dear Chancery, 
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In view of the imminent Communist threat to the major 


industrial areas of China, I thought it might be wseful to 
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set down some ideas on industry and labour under 


“on . 


Commnism, This I have done : 
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(Note by the Labour attache. Eee 
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, there is a keen desire for 


industrial development as a means of securing an expanding economy and 


hroughout Asian countries g 


.— 


_* . 


raising the standard of living of the people. In China, such develop- 
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ment has long engaged the attention both of the KMT and the Communists. 


. 
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grarian reform has bulked large in Communist aims, and the view srme- 


a» ry 4 


r : . . \ . 
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: : 


imes heid that Chinese Communists are primarily agrarian reformers 
4 a 


as tended to obscure the very real interest which they take in the 
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t 
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development of. industry. 
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: Quite a sizeable proportion of Communist propaganda is devoted to 


accounts: of industrial reconstruction and to the productive feats of 


cd 


\ 


individual factories or workers. Prom 


. 


conference held in Harbin during August to coordinate labour unions, 


lay down a code for labour, and work out various industrial problems. 
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Indeed, liao [ze-tung conceives of the future China as an industria. 


: 
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country. In his speech last December "The present situation and eur 
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Chinese people was "to ¢ 
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industrial country," : 
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&s a third object would come production to auppert the people’ 8 
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; - 


erin iod, on the assumption that, as in the case of Russia, the 


a 


living standards of the people would be sacrificed to the needs of 


; ’ 


industrial expansion. A fourth end final object might be production 


for export, since it is almost certain that Communist China will need 
to trade in order to obtain certain essentials such as petroleum and 


4 > 


chemicals, However, it is possible that exports may de largely made 


> 


up of natural produocts e.g. tung oil, bristles, oil-seeds and pulse rather 


. ‘ sf 


than of manufactured articles, with the possible exception of silk. 
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5. Large-scale industrial enterprise came to China through the 
foreigner. Important though this is in China's economy , ‘the 6 


native workshop or factory, more often than not a family concern, still 


makes on immense contribution to industrial production. This 
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if 
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recognised by the Communists who have framed their ideas accordi 


r G « 
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and rejected extreme forms of a Communist State. In the words of Mao 
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Tze-tung: - 


to eliminate are only feudaitan: and monopoly be inion, 
only the landlord class and the big pr pinscen Bin not 
it rg in prdomiand and not the ‘eget bourgeoisie 


and commercial capitalists who hire workeé 
employees. But besides this, there are 
ependent, small, industrial and comers. 
prot who do- not hire workers or shop employ 
these...+..,it goea without say: 
firmly protected," 
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» ‘Tt 4s assumed that the operation of industrial enterprises and 


ae production targets in the various regions will be governed 


by some form of regional board or bureau. In the individual public 


or cooperative-run factory, however, there will be considerable 


. 


. 


devolution of responsibilities to "factory management committees' 


comprised of workers’ representatives and responsible officials in 


+ 


equal numbers, According to a New China News agency editorial:~ 


"These committees should discuss how to peduce cost 
of production, raise the quantity and quality of 
: _ production, and how to sive or make progress on 
such various complicated questions as the processes os 
| an of purchasing raw materials, menufecturing finished 
products and selling these products." 


8. Where the small privately-owned factory is concerned, management 
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is likely to rest largely with the owner as at present. The number 
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. ‘i he . 
B i én s ; 2 wa . > 


and small size of native factories, as well as the family character 


: ‘ * - 


, Makes any other form of individual control impracticable. 
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Nevertheless, it is stated that "Private capitalists may also be 
persuaded to try such method of management (i.e. factory management 
committ 


that the only fundamental righ 


of m 


fheoretically, it would appear 
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t of capiteliets is to.make a certain 
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_ emount cf profit, and that in other respects labour will have at 
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least an equal voice. hc it is said that:- . | : 
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ind@t rial, and social administration. Herein lies/important f 


of the trade unions, since as the representative organs of t 
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they may te expected to bear a large burden in runhing industry 
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the framing and general administration of social affairs. 
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ll. It follows from this that the trade unions must 


Government policy. It is their duty to ex lain Governmen 
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workers and see that they carry it out. in the words of the News 
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"The policy of the revolutionary trade union movement 
in liberated areas should therefore be thoro : 
changed into one of patiently persuadi 
carry out (@iao Tze tung's) economic po Licy. it 
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12, In other respects unions will have the no 


presenting the interests of the workers to the Government 


elaployerss. 


13.. Whether the ordinary Chinese worker will take to a Communist regine 
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cannot be said for certain, but there is a fair chance that he wili. At 


be ; * 
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heart he is an individualist, whose chief concern is with his own welfare 


and that of his famil is not Lly inclined to collective 
u@tivities. Provided he can get enough wages to 


+. , < ‘ 
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pelitical issues of his ‘own accord. 


mass emotion, and in view of the 
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strive to achieve more than their assigned tasks. ‘Production’ is the 


tant Keynote in all Communist references to if ustry, and their 
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propaganda is full of records of eatstanding achievements. The task of 
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the worker will be to produce more and more; and in this he will be 


® 


stimulated by nmenetary awards, labour competitéens and “labour hero" 
campaigns. Wages, under the Communist plan, are geared to incentive. ; 


Standard rates are fixed by negotiation between the Government and trade — 
unions; individual rates ame fixed by factories in keeping with these. 


Minimum wages however, adjusted by a cost of living index, will be 


sufficient to maintain two persons only. Wages above the minimum are 


: : 


based on output. Women and children may receive equal pay with men 


: 


for equal work done. Hours of work will be long, but no longer than 


ad 
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generally applies already, The Trade Union Conference at Harbin fixed 


the normal hours of work at eight to ten per day with a maximum of 


% : 


twelve. This corresponds fairly to average hours now worked in the 
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main industrial centresof Nationalist. China. 
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15. In recompense for his exertions, the worker should enjoy a certain 
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retection. Thus, working conditions, rules as to digmissal and 
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penalties, and welfare arrangements will be governed by collective 


labeur contracts. Welfare services are to be provided by individual 


~~ 
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fastories or unions. Wemen and children will not be allowed -te under- 
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take work injurious to the: r heal he Health and safety arr an, ements 
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ai's factories. The Communists are aware of this danger and’ 
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enjoin upon workers the duty of,protecting plants when ‘a city is bed 


Liberated. heichinias: hae hommes KbhG: hull pene of cial ah 


repatring damaged plant, and Communist reports dout liberated cities 
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suggest that their repair squads get busy very quickly. The danger 


comes not so much from the individual workers, who are not likely to 
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* x 


be willing to jeopardise their own Livelihood, OP ‘from the 0 dinary 


soldier who is usually more anxious for private loot, but rather 


unregenerate KM? officers and officials who attempt a Parthian shot 


“te intone Sele ea NIRA a EAN ait EEE ADDI 


before fleeing. 
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18. More long-standing difficulties are likely to occur over material 
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shortages. This is a major subject and one which needs full development 


, 


for proper presentation. iio more is done here than to suggest some 


+ eran mt ret 


of its main features. 


19. The Communists should not be short of coal, provided that they . 


can transport it. There is plenty ef good coal in Worth China, 


n 
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there are further supplies in Central China and in Formosa. Even if 


they are short of steam shippung, they will be able tc’ use cargo junks 


‘a 


and sampans on the rivers and canals, and they.will no doult- strive all 
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: tt 


they can io restore rail communications as they have done jn Manchu! ila. 
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O11 seums a bigger problem. Vegetable oils 
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and petroleum will be in ext 


supply unless i 
burning for oil 
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transport Yor motor transpor 
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and petroleum will still be 1 
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er doers to foreign trade,. they will find their. industry in difficult 


“ 


stagits. Against this however, one must put their. immense determination 


and ability. to "make do and mend," together with the enormous 


resources which will be at their disposal. - 


THE PROSPECT OF BRITISH CONCERNS IN CHINA. 


+ * : z . 


ae. The final destiny of British factories can only be a matter for . 


Speculation at present. The only certainty about their future is that: = jj 


ee 


the Cemmunists will be guided purely by expediency. 


83. In the initial stages there does seem a fair chance that firms may, be 


able to carry on their activities. As already mentioned, the Communists _ 


em - 


a 


are by their own admission short of experienced administrative personnel, 


” 


and they are interested first. and foremost in production. Following a. . 


period of turmoil and disturbance during the process cof ‘liberation, '. : 


é 


the Communists will want to get industry going again as quickly as possible 


and restore normal conditions. Our. factories-will no doubt be anxious to 


do the same thing, and with their experience and necessary iabour force 


‘ 


to hand, it will probably suit the Communist book for them to do this. 


24. Thereafter the Communists may be content to allow foreign firms to. 


continue operation, or they imay wish to take them over, .It would however — 


® ue 


probably be some time before they felt confident to take this latter courss. 


though, having regard to the key position of mines and public utilities, 
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they might seek to establish some form of control over them at ar early 
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etage, and in respect of other concerns might endeavour to : 
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measure of regulation over them through the int: 


management committees. 
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H.M. Consul+-General, Shanghai. 
H.M. Minister, (Commercial). oe 
Adviser on International Labour Relations, 
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Dear Chancery, 


attach 


ennstitution of. the All-Ch: 


with my remarks. - : 
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(Note by: the Labour Attache) 


* =~ 


A The All-China Federation of Labour is the national organ 
of the Chinese Communist trade union movement, 

Ds Its aims as given in Article 2 of its constitution are 
| more concerned with political ends than with purely trade union. 
‘matters. The primary function of the Federation however as 
‘indicated by the duties of its various Departments in Article 14, 
‘is to take charze of and direct the policies sf the affiliated 
‘trado urions in all their various activities. fhe Federation is 
‘not the representative instrument and voice~piece of its members 
,80 much &s an organ of direction and control over them. 


% , me 


Oe. The guiding principle of the Federation’ s orgenisation 

is said to be rati itralism." The constitution provides 
that workers uD : ts provisions may voluntarily join 
affiliated trade unions regardless of their nationality, sex, trade, 
peligion or political opinion; it also provides that trade unions 
may affiliate voluntarily with the Federation. "Disaffiliation" is 
also a voluntary matter. An individual trade union member has the } 
right to discuss, suggest and criticise all policies and measures 
of the Fetieratinon and to elect or be electea within it. Furthermore, 
the All-China Congress of trade unions, as the sovereign authority 
of the Federation, has the power to determine and amend its 
constitutien, to determine trade union policies, and to elect the 
Executive Committee and examine its re»orts. But that is about as 
far as the democratic element goes. 


4. In contrast, the Congress meets only once every two-years, 
This is understandabie enough in view of the size of the country 

and member of members who might be participating; but, in two most 
vital details, delegate representation and eiectoral procedure, , 
decision rests not with the Congress tut with the Lxevutive Committee. 
Moreover, although the Congréss has the power to cetermine end amend 
the constitution, the not less importart _power of interpreting eM 


is vested solely in the ixecutive Comittee. 


7 ‘ 


5.. oe Most of: the work of the Federation will devolve upon ite 
various Departments, yet the Congress has no direct. say in the 
appointment of their personnel. the Congress elects the Executive 
Committee and this in turn elects a Standing Committee. ~The Stand. 
Committee appoints the Heads of the De,artments and their assis’ 
who may be members of the Committee or anyone else whom the. Canmt tee. 
thinks fit. In effect therefore, the trade unions by voluntary — 
affiliation not only give up any right to opie ‘their helene cay 
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(Agreed Unanimousiy by the Sixth All-China Labour 
Congress, Harbin, August, 1948). 
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Section one. - PREAMBLE. 


= ; 2 
: 


ARTIOLE 1. = ‘he nae of the organis»tion shall be 
Federation of Labour. — : Leet 


: ’ . 
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ARTIOLE 2. fhe aims of. the All—Gaino Pederation of Labour 8 

be; to unite the workers of the wiole country; to protect their 
interests; to fight for the lioeration of tie Chinese working ¢: 
‘and for the liberation of the Chinese ce ople in alliance with all t 
_ oppressed people of tne whole country; to safeguard world peace and 
‘gemocracy in alliance with the workers of the whole world. 


Sectiun two. ~ MEMBERSHIP. 


ARTICLE 3. - The All-China Feieration of Labour shall be composed, 
basically, of its affiliated organisotions., Any trade union organi~ 
sation within the boundaries of China, whether iniustrial, craft 
local, end which subseribes to this constitution, may affiliate to 
the All-China Feieration of Labour as a member, 

Workers of the same industry or trade, who have constituted 
themselves into e national organisation, or workers in the same 
Special Municipality, Province or Borier Region, who have been 
associated into a locai organisation iway be members of the All-Ghina 
Federation of Labour by the direct affiliations of the organisations. 


; 


_ Individual workers' organisations, which have no general 


organisations anc ap ly for direct admission require the special — 
permission of the All-“China federation of Labour. ~ 
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ARTICLE 4. - All maiuai and non-manvel workers in igang ses, 
offices and schnols, who get thei main fens aed sige fe | | 
legally acquired the status of manual | 
subscribe tv tiis constitution, sha: 

affiliated traie unions, of “pete. S 

ality, sex, beerek re! eis or pol 
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. To report regularly to the All-China Peueration of. 


, Labour, the activities e their organisations 
ay work cf the individual | 1 : 


‘ ba 
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oe To pay a affiliation fees periodically, ae oe a ee 
‘Section three. - URGANISATION. 


ARTICLE 3. - The organisational principle of the All-Chine 


Federation vf Labour is democratic centralism. Namely: 

must submit to the majority; luwer organisations su nit. | 
organisation; affiliated trade univns submit ‘to tae ecisions | 
divections of the Ali-China Federation Ox Labour. SEE ig Aenea 
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rRTICLE 9, -  Yhv All-China Lacour Congress shall be che sovereign _ 
| authority of the All-China Pederation o* Labour. Its fu tions, powers’ 
| and procedure shall be as follows: | Ne Uae 8 i 


G. The functions and: powers of the All-China,.Labour 


Gongress shall be to uetermine and amend ‘he 
Constitution; to determiue the policies of she 
trade union movement; to exemine the reports of 


the kxecuvive Committee; to elect the Executive 
Committee. 


The All-China Labour Congress shall be convened 
biennially by the Gxecutivs Comittee. Congress may 
be convened at an earlier date or postouned, es may 
be determined by the Executive Committee, on account 
01 special conditions, or at the request of affiliated 


trade unions representing ors third of the total 
affillated membership. 


» 


Delegate: representation and electoral procedure at 
the All-China Labour Congress shali be decide 
‘the ixecutive Committee. 
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Congress is effective only with ti eaten en 
‘delegates representing over one is 


affiliated membership. ee 
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ARTICLE 10. - 

substitutes gaan by tie . me 
Committee shall be the sorpraie 
of Labour in the periods. beti 


a ed 


in Feet of the Ba 
unions and shall aeaiat wherever there are worksite without trade 
unions to organise them into. trade unions. 


be Pp 
shall be in charge 6 propage 
and shall direct the cultural tod edugat ional policies of Pht 
affiliated trade saa 

C. 
direct the trad ion ” Tr eEitintpasion: in the administra-~ 
tion of factories and rE ay fa ani in the conduct of the Labour 
competition and labour hero movements; study the problems of 
wagés, production plans, technical experiences and other matters 
connected with production in the Libersted Aveas, 


as i a epartment. this department shall be in 
charge of and di: J : examine labour contracte 
ani the wetfare woe of affiliated te unions; assist the 
government of inspecting hygienic and safety services in factories. 
Youta Dedartment. this department shall take charge 
of ota direct t n connection with the juvenile workers at 
the various levels of the affiliated trade unions. 
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fi. women's Departinent. This ie pertinent shall be in 
charge of and djrect the work connected with women workers at the 
various levels of the affiliated trade unions. 


g. internation Relations De ,artment. This department 
shall be in charge of tre foreign publicity of the all-China 
Federation of Labour and of liaison with international and forsign 
national trade union organisations. 


h. Jecretariat. The Secreturiat shall be in charge 
of control, clerical work and accounts. 


1. riy ante ror CA Thie comnittee shall 
be in charge of the work of the trade union movement in the 
privately-operated entex’ prises, 
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of the standing Committee. 
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ARTICLE 19. - This constitution sliall be 


by the All-China Labour Congress. es 


e : 


SRTIOLE 20. ~ The All-China Labour Congresa shall have 
to amend this constitution should it become necessary. _ 


ARTICLE 21. :- The right to in erpret thig Constitution be 
the ixecutive Comittee. — i . er 
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ticle "Pr et the Worla Pahovation of Trade Unions" 
fan, “View President of W.F.T.U. 


The plot of Philip Murray, Arthur Deakin and Comp 
the WFTU has been smashed, says Chu Hsueh-fan. The 
the least weakened by the withdrawal of the British, | 
Dutch unions. “It is Murray and Deakin who met with dei fei 
the world over and democratic trade unions in their own pouneriea 
are aghnst them. They find themselves in isolation." 


Another WFTU conference is going to be held in Italy this June - 
a proof that, backed by world labour, working class solidarity is 
growing mightier with each passing day, states Chu Heueh-faen. Murray , 
Deakin and their kind have been worki t 
i ae ny to force the Marshall Plan on the peoples of Western 
urope. 


They flood the markets of Western Europe with U.S. goods, 
resulting in large-scale unemployment for workers in Western Europe, 
says Chu Hsueh-fan, 


Eastern Europe is however being rehabilitated without 
“assistance” of the Marshall Plan, he continues. He cites Poland, 
Bulgaria, Hungary and Czechoslovakia where production output has 
greatly risen and the living conditions of the labouring peoples have 
markedly improved. 


The leaders of the C.I.0. are helping U.S. monopolists to 
influence the American workers, he says. @ccording to them U.S. workers 
must not strike for better living conditions. C.1.0. and A.F.E. 
leaders are not working for the workers but for Wall Street. 


peace, democracy and higher living standards for wor 

Chu Hsueh-fan. It is because of this that worker comrades 
fight more staunchly to protect the WFIU ~ the fortress of * 
working class. (NCNA). ae 
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LABOUR NEWS No.10. 
(1st - 28th February, 1949). 


_ 


1. : In Labour News No.9, comment was made on the 


~ 


disintegration of the Ministry of Social Affaire. The coup de 


wae delivered by the Aoting President at the eni of February when, on 


. 


grounds of economy, he decided to disevlve the Ministry and transfer 


its functions to the Ministry of Interior. The former Minister, Ku 


Cheng-kang, is living privately in Shanghai attended by some of his 
old colleagues, Some of the staff are atill in Nanking, whilst others 


; : a 


are in Canton. The previcus Commissioner of Social Affairs in Shanghai 


who decamped to Taiwan when he was appointed a Vioe-Minister is still 


there on holiday. 
8. In Shanghai someone has finally been prevailed upon, 


apparently under a certain amount of pressure, to take the post of 
| ’ é 
Commissioner. tiie is Ts'ao P4 eictcut Sam Vit Yar). Ts'ao was at one 
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time Commissioner of Social affairs in Tsingtao, but his last appoint- 
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ment was-in the ministry as Head of the Department of Organisation | 
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Training. He is a pleasant enough person, though he disp: ays t 


particular strength cf character. fhe former Deputy Coumissioner 
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been allowed to resign and has gone to Hongl 


LATLWAY WORKER 
On February 8th - 9th « 


workers tosk place on the 
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4, Another interesting feature of these strikes was thet 
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they occurred close to the anniversary date of the Ping-Han : 


Railway strike (7th February 19238) which is a famous date in 


Chinese labour history. Presumably workers had this date in 
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mind in pressing their demande. The date was celebrated in 
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“many Liberated Aree towns, but there seems no sure ground for 
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suppusing that the workers in the KMT area were inspired by the 
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Communists in their action. 


5. The main cause of the dispute Was a claim by workers 


for improved wage scales equal tv those of Postal and Telecommni- 


cation employees. On 8th, demonstrations took place at one of 


™ 


the workshops near Wusih and at the main Shanghai station, where 
a riot by over 1,000 workers was quelled by Garrison troops. The 
Railway Administration agreed to consider the workers' main 


demands, end the strike was oalled off, only to break out again 
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a few days later when the Administration, hard pressed financi 
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Company . strikes have been prohibited under various ordinances 
during the past twelve months, but hare nevertheless occur a ‘ Me 
The Garrigon authorities have threatenod dire penalties aga r +t. ie 
: etrikers, usually when the main danger was over and ti a 
little likelihood of havarig to enforce them. ‘on this occas on 
| however, their action was swift and SOvage. Le ae : 2 
8, There were disputes involving nearly all the utility 
companios. They arose over an agreement coneludea last cemt : | 
between the Telephone Company and its employees whereby a da: 
allowance, graduated, according to wage scales, was granted to Bp e 
employees ‘0 compensate them for certcin advantages, @.2. grants 
of rice, cloth or kerosene, which are enjoyed in certain other Be 
utility companies. Notwithstanding the nature of the aliowance, , 
workers in other companies began to demand similar treatment, : | 
in mid-February matters came to a head. There were’ strikes in wt 
French Tramway Company, the Bue Company and the Ferry Service. In 
the end the main demands of workers were met. — ee . | 
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9. _ The Bus Company workers however demanded in 
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3. 
Company. Strikes have been prohibited under various ordinances 


4 a 
. 4 nN ; ¥ “ 


during the past twelve months, but have nevertheless occur 


% ‘ 


fhe Garrison suthorities have threatened dire penalties against 


3 ¥ , ~ « 
. ~ ~ 
f ? * 


| atrikers, usually when the main danger wae over and there was 
Little likelihood of 


— 
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ving to enforce. them. On this occasion. ) 
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utes involving nearly all the utility 


~ ; a 
: : ‘ ¥ 


8. There were. 
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. %. 


companios. They arose over an agreement concluded last December | 


4 ~ 
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between the Telephone Company and its employees whereby a daily 


- 
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allowance, graduated, according to wage scales, was granted to 


employees to compensate them for certcin advantages, e.g. grants 
of rice, cloth or kerosene, which are snjoyed in certain other . 
utility companies, Notwithstending the nature of the aliowance, 
workers in other companies began to demand similar treatment, 


~ ’ 


in mid-February matters came to a head. There were strikes in the 


. 
’ : 


French Tramway Gompany, the Bua Company and the Ferry Service. In 
the end the main. demands of workers were met. oe ae 
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Workers however demanied in eddition en 


gs of rice. Thies was & dangerous 
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pooshie that in the event of a 
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Garrison authorities then arrested about thirty of the workers, — 


After a brief trial, three were shot and six 
| Squad broke the strike. . 


10. ‘hie 48 reported to be the first time in t 


history of Shenghai thet a firdi 


* 
7, 
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cf the exeoutions came as ae st oc 


individual protests, but 
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Union which met ty consider | rotesti 


ageinst such a steps The Communist radio was 


‘ r 7 ; 


act in the strongest language. Although the exeoutic 


he had the 
immediate effect of cowing labour into submission, the authorities 


¢ « 


: 
N 


_ 


are laying up for themselves a store of bitterness which will be 


the more easy for the Communists to exploit when they consider the. 
time is ripe. 


r 


12. Shortly afterwards, the Garrison Commander, who hed © 


> 


earlier in the month summoned union leaders and told them that 


must keep order, issued a warning to unions, management 


x 


that they must recognise their duties to the sommunt 


aa 


e 


? § rz : - ~ y > 


disputes through legal o 


chief duty stould be service to society as a ¥ 


tolerate workers 3s’ 


reiterated a few. 


: : * 


month. There were numerous instances of firms attempting to 


: FY 


discharge workers owing to financial difficulties, and there are 


. - 


fears in the Bureau of Social Affairs that disputes of this kind 


, 


are likely to increase. 


14. The cnst of living index kept réasonable pace with 


- 


inflation. It registered a jump from 38.47 (based on 19th August 


- 


* 


level) at the end of January to 349 in mid-February and 643 at the . 


> 


> 


end of the month. Further giant strides may be expected. Owing 
to the speed which inflation has now ettained, even ‘a fortnightly 


index may prove inadequate before long to maintain the purchasing 
power of wages. ard it may well be that labour will ask for a 
weekly index. 

15, Suspension of ECA cotton supplies to milis in China 


¢ ° 


threatened the livelihood of a large number of workers in Shanghai. 


’ which is largoly dependent on these -suppliea to keep mills running, 


The U.S. Government has now agreed to resume supplies, but there 


. 
A é 


is some fear in Shanghai circles that the temporary interruption 


~ 


may cause a shortage of cotton in the mille in Apr 


16. The most important 4 


is that a provisional wartime Labo: 


ie. et BO: 


x ? 
. Ms 4 - : 


over those in capitalist countries are ungupportable so far a8. 
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British social security ie concerned. Furthermore the 


- : m , , aed x 
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that no contributions are t en from workers' w 


effect that the scheme is a tax on the 


“ wri 


the benefit of a privileged minority. Nonetheless the Communiate 


deserve some credit for making an effort to get a scheme into 


> 
¥, 


operation whilst their KMT opposites have got no further than 


. i 
- - 


drawing up iceal laws, It remains to be geen however how the 


. ~ 


scheme works. 
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18. Other despatches state thet labour insurance committees 


in state-owned enterprises have already been set up, and that 


the local unions are assisting workers to elect representatives 


to these committees ard to understand the contents of the Act. 


19. Other Communist regorts on labour give the usual 


prominence to the protection of industrial establishments by 


; f 


“ 


workers' guards during liberation and to, the resumption or 


na ‘ . ; 


inerease of production, ‘it is notewort 


« 


proportion of the reports relate 


o Among the more interest 
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of workers are busy p 
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oF LABOUR UNIONS 
(DM INISTRATION 
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$1, According to Commnist reports, liberated towns and 


-~ 


~ 


dities in North China and Central China "are seething with labour 
activities, and local unions are springing up in hundreds.* Evidence 


, % 


* 


suggests thet like the KMT unions, the Communiet local unions 


ve _ - 


based either on the individual factory, or on a partioular craft or 
industry in the case of smaller enterprises. 

B26 In Tientain, s local office of the Preparatory Committee 
of the North China federation of Labour - presumably a exdsidiary 
organisation to the All-China Federation - has been é¢stablished. 


Teams of trade union functionaries from the office are organising 


‘workers 80 ag to rehabilitate industry. They will also help in 


; 


promoting welfare work. The Preparatory Committee sent telegrams 


. 


*, 


to workers in the Tientsin - Peiping ~ Kalgan area congratulating 
them on their liheratign. 

25. Whilst not mich has yet emerged about the aotual functions 
of unions in relation to wage-fixing anc. the running of state-owned 


” 
* 


. 


factories, it is clear that welfare vork <- the administration of 


hospitals, schools, credit and distributive cooperatives, 


: 


Clube and centres is an important part of Comm 1] st labour union 


‘activity. It would seem that although numerous factories 


mn over as state-owned enterprises, the 
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25. Railway workers in Communist areas, who held 
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° if 


celebrations in many towns to commemorate 7th February, have 


: 


devised a novel way of demonstrating their solidarity and gupport 


for the Communist regime. It consists of resurrecting old 


4 


locomotives from the scrap heap in the shortest possible time, 


* 


Mukeen workers built two locomotives from scrap parte. They 


: 


named one “Tientsin Special” and presonted it to railway workers 
in Tientsin, The other was sent to Peiping. The Tientsin workers 
responded by reconstructing a 'Tientsin Liberation Special’ 


there was talk uf a "Nanking Special" and a "Canton Special.” 


Doudtless there are plenty cf rusty scrap parts available for 


the purpose. 
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Labour Attache. 


‘North Shenesi, February 21:- The "Northeast stateowned enterprises 

provisional won ihe ne labour insurance act" passed by Manchuria's 
‘Tmen 1 makes labour history in China, 

It marks one of the most significant victories of the present 

Chinese labour movement. i ee ONG, Pia, Pee 


This act which is désigned to “protect the health of 
workers and employescs and uce the aifficultis of life during 
war time” will come into force on April lst this year, Then 
workers in Manchuria's state-owned industries will enjoy what 
Chinese labour. failed to-optain in decades of Mand struggle. 


The provisional war time latour insurance act atipulates 
that each statg-owned enterprise in Manchuria is set aside & sum’ 
amounting to percent of its total wages for labour insurance. 

70 percent of this sum is to be used in the enterprise as a 

labour insurance fund for its own workers, and 30 percent deposited 
in the Northeast Bank as a general labour insurance fund. All 
state-owned enterprises are to pay two months lavour insurance 

fund in advance to the Northeast Bank as the general Labour 
insurance fund. 


Though limited by war conditions, this act provides the 
working people with sickness, accident, maternity, medical and 
funeral benefits as well as old age and disability pensions, When 
a worker is injured through accident during work or falls sick, 

6 he gets free medical treatment in the factory's hospital, while 


receiving his full wages. 


If he is disabled through eccident or hard work, he 
© monthly receives from the general insurance fund a pension up t9_ 
60 percent of his monthly wages until his death. : 


In the event of death, the factory in which he | wo 
0) all the funeral expenses which are not to exceed two montt 
wages. For the next 10 yeara, the immediate family of the decea 
will monthly receive from the labovr insurance fund a ane “it up 
to 60 percent:of the monthly wage of the deceased, Dependants of 
the deceased ordisablec worker are tc be’ given the first priority 
of work in the factory. The Government provides free ach poling for 
the children left pian #38 nos ea 


the worker’ for Perey th lan tases epeha he: eka 2 5 to 
of his monthly wages. wy his gene fece are “bor 
prise in which he works. 
or temporarily disabled, he ie entitled to ar month 
benefit from the labour Pisces “he benef 
? of that) available to work njur ° 
It is available to them unt 
The act elso pr 
working | men reaching 60 
st 


ieee. 
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In way of maternity welfare, the act provides a 45 day . 
rest with full pay to women workers before and after confinement. 
After ohild birth, each woman worker is hes receive a benefit from 
the labour insurance fund. 


. This act not only benefits the working man himself but 
his family aswell. ‘hen his parents or children fall sick, they 
get free medical care in the factory's hospital with reduced 
fees for medicine. In-the event of death to a member of the 
worker's family, a funeral fee amounting to one-third of the 
worker's monthly wage is immediately available from the labour 
insurance fund. 


Despite war time sonditions, this provisional labour 
 angurance act is by far superior to that in any capitalist 
country. In the first place, all the Labour insurance fund is 
| covered. by ghe state while in capitalist countries they are 
deducted from the hard earned wages of the worker. 


In hiberated Mancturia, the trace unions and the workers | 
themselves take a direct part in running the labour insurance 
work. But in a capitalist country it is entirely run by the 
Government or its appointed bureaucrats who — huge sums from 
Rabour insurance fund. 


A clause in the act states that after all insurance 
expenses have been covered, the balance is to go to the building 
of kindergartens and schools for workers’ children, orphanages 
for children of dead workers; homes for disabled workers, old 
‘workers and workers’ sanatoria end rest homes etc. This not the 
case in capitalist countries. In 1946, 4.3 billion dollars from 
the wages of American’ workers went to the U.S. labour insurance 
benef but wiaacad 6.6 billion dollars were actually used for their 

enerit. 


The act wrtinttie Manchurian state-owned factory workers 
against such eventualities of life as sickness, injuries, disability, 
birth, old age and death. Before the outbreak of World War 11, 

41 Gapitalist countries did hot even have pensions for aged workers, 
and os countries did not have disability pensions. 


.~ or three deoades the Chinese workers have gone on 
strikes and struggles for labour insurance, and many of their 
leaders have been jailed and butchered by the reactionary KMT 
‘without winning anything like a labour insurance act. But today 
they have it on liberated Manchuria. It is only in a new democratic 
country like liberated China where the working clase is at the 
helm of the Government, that such an all-embracing labour Ansur ‘an 
scheme can - come into existence during war ‘time. Ce | 


: Other Liberated. areas are closely studying this first 
: Labour ineurance act in Benckurts for bet gig dereareade apply it to 
enue own ares’ : 


oo. cs 
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Registry | 
Number |*° 6168/10120/1 Transmits copy of letter No.72 date 


FROM Sir & Stevenson, 25 Mar 49 from First Secretary (Commercial 
Shanghai, to Nanking, which is Overseas Trade 

"BY No.90 to Miss Brunsdon, C.R.& EB. Dept. 

No. 226 (1/622/49) l2.. | Industrial Co-operatives tend to fare . 

| better in Communist-held areas than they do in 

Dated 13 Apr 49 Kuomintang—held areas. 
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Labour situation in Shanghai. 


Repeated to Nanking and Tientsin. 


Passes message from Minister: (Commercial). 
endency to non-cooperation on the part of 

It is however confidentially : 

reported from a reliable source that the present general 

labour union may be purged of its extreme members. 
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c/o Director of Civil Aviation, 


3 
kd 


rd September ,1949. 


Dear Far East Department, 
I cannot send my reports as 
heretofore to the Embassy at Nanking for formal 


submission to the Foreign Office, and whilst I could 
at the moment send them to the Embassy Office at 


Canton, this could presumably be only a very temporary 


arrangement. In the circumstances, I hope it will 


be acceptable to you if I forward copies of my 


4 


reports to you direct. 


i 


I attach for your information 


three copies of a note on the All China Federation 
of Labour. 


peas 


Labour Attaché, British Ez 
gee : os ee 
Temporary address - - 

c/o Director of Civil Aviation, 


Hongkong. 
3rd September,1949, 


elations, Foreign Office, 
Commissioner General, South East Asia. 
Commissioner of Labour, Hongkong. 


Dear Turner, 

I forward for your information three copies 
of a note containing the latest items of interest about 
the All China Federation of Labour. The material in the 


note is based in large part on information from Communist 


sources, 


Yours ever, 


British Embassy, China. 


‘ 


(Mote: Except where otherwise indicated, all 
information in this report is based on 
Communist sources. ) 


‘ 


As far as is known, the chief leaders of the All China 
ederation of Labour are Liu Shae-chi (Honorary President), 
hen Yun (Ghairman), Li Li-san (First Vice-Chairman), 


sueh-fan (Second Vice-Chairman), and Liu Ning-yi (another 
ice-Chairman) , 

« Ghen Yun, who is also a member of the Politburo, is in 
act rarely mentioned in connection with the ACFL, and his 
importance in the organisation is not clear. Chu Hsueh-fan, 
who joined the Communists only two years ago, probably owes 
his position more to his standing amongst Chinese workers 

and in international labour cireles as Chairman of the 
Chinese Association of Labour than to any Communist con- 


victions, Although he occupies a senior position and 
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an active part in the Federation, he is overshadowed by 
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From 1932 onwards he held a variety of important posts in 
the Party, He is a member of the Politburo, and of the 


Secretariat of the Central Committee, as well as a Vice- 


Chairman of the Chinese People's Revolutionary Military | 


Committee, esides being one of the leading theorists 


of the Party, Liu is, aceording to a reliable report from 


Communist sources, the leader of the pro-Moscow group 


of the Party. His association with the ACFL, even in an 
honorary capacity, is therefore an ortant matter. His 
election as Honorary President on 30th May appears to have 
been a move to strengthen the Federation. 


4. Ii Li-san seems to play the leading role in ACFL affairs 


inside China. He is believed to enjoy wide support amongst 
the workers, and though reports vary as to his present 
standing in the Party, it is certain that he belongs to the 


Me. * ~ 


= 


pro-Moscow group. Li is a professed admirer of Soviet 
labour policy, and believes that China should emulate it - 
& view also shared by an extraordinary meeting of the 
ederation held in May. 


5. iu Ning-yi is the Federation's chief internatio 


representative and spokesman, He is a member of the 


: 


cutive Bureau of the World Federation of Trade Unions. 


2 


His affiliation inside the Party is not known, but the 


* 


inference from his activities is that he too belongs to 


& 34 


= pro-Moseow group. oe eae. 
end thet of the satellite cou 
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7° Perhaps because of the political views of its more 


important leaders, but as much no doubt beeause of the Party 


line, the utterances of the ACFL in international affairs 

are strongly pro-Soviet, References to the friendship of 
Chinese workers for Russia, and acknowledgments of the 
leading revolutionary role of the Soviet Union are a comm 
feature of leading speeches of ACFL representatives. 

The Federation took its place in the seemingly unending 
line of denunciators of the U.S.White Paper, covering the 
leworn track of obloquies against "American Imperialism". 


~ 


In addition to cataloguing American "crimes", the ACFL made 


~ * 


the particular point that one object in publishing the White 
Paper was to sow discord between the Chinese people and 
Russia, and sap the internal unity-of the Chinese. This 
object was held to be futile, for the Chinese masses well 
knew that the Soviet Union was their best friend, and were 
united in their determination to smash American imperialist 

plans. The Federation, represented by Liu Ning-yi, also 
followed the current fashion of denouncing Tito, 
9. The ACFL has also voiced itself in Indian affairs, 


Late in May, it protested against the “brutal persecution 


~ ‘ 
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and murder" by the Indian Government of “trade 


; F: 


Pap. 


communists and democrats in Hyaereb 
i and other places". A tew 
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10, The support of the Chinese workers for the Soviet-led 
World Federation of Trade Unions, and their identity with 
its aims and principles, are constantly emphasised as a 
cardinal point of the Fe eration's policy, and recent 
activity of the Federation overseas has centred on the 
11, Liu Ming-yi headed a Chinese delegation to the WFTU 
Conference held in Milan in July. The delegation spent some 
time in Prague, where there were exchanges of courtesies 
with the Czech Premier and representatives of the Czech Trade 
Union Council, and visits to various Czech enterprises. 
The Czechs spoke highly of Chinese Communist achievements, 
and promised their support, 
12. The delegation then had a set-back, for entry visas 
into Italy were refused. The Chinese were not the only 
Far Eastern delegates to be thus treated, but the refusal 
must have seemed to Liu a bitter loss of face. He angrily 
denounced the move as an imperialist plot, and as being 
contrary to the United Nations Charter under which all 
persons have freedom of travel - & matter of which his 
comrades in China seem particularly unmindful where foreign 
nationals are concerned, 
13. The delegation managed to avoid complete misfortune, 
for, abandoning the Conference, they spent nearly four weeks 
ing @ series of visits to Rumania, | 
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reputation of the ACFL amongst the satellite countries as. . 


¥ 
“ - 


- § 


the champion of the democratic workers of the Far East, 


of enlisting their support for the Federation, 


; 


14, After the Milan Conference was concluded, a commentary 


* 
" 


hailing its success appeared in the New China News Agency 
columns, This no doubt originated with the ACFL. Scorning 
the action of British, American, Duteh and other unions in 
leaving the WFTU, the commentary averred that the WFTU was 
not weakened but was growing stronger, It was a vital force 
in combatting imperialism and defending the interests of 

e workers, Under the leadership of its Executive Bureau, 
the working class movement was assured of even wider growth 

success, Chinese workers enthusiastically supported the 

TU and would execute the resolutions passed at the Conference. 
15. A further important development in the relations between 
the ACFL anaWFTU is the forthcoming Conference of Asian and 
Australasian Trade Unions to be held in Peiping. Originally, 
this was to have taken place in May; it will now open on 15th 
November, A circular letter announcing details of the 
Conference and urging the need for full attendance of repres- 
entative delegations was issued by the General Secretary of 
the WFTU on 11th 


16. This may prove to be an important meeting. The 


, 


agenda consists of four items - 1, A rep 
Secretary on Asian and 
and the aims of the 


r, val ag 


- 


of participating uni 


A 


for the participation of their trade unions WFTU activities, 


oving workers!’ living standards and aiding the 


. 


national independence; 4. The establish- 


. 


ment of & permanent WFTU liaison bureau in Asia. Item 3 


. 
» 


of the agenda is clearly a far-ranging one which may give 


rise to a variety of decisions likely to affect the fu 
political situation in Asia, 


17. The AOFL is responsible for all arrangements in Peiping, 

and though with a humility characteristically Chinese but 

all too rarely found amidst the overweening boasts of the 
ommunists, it has expressed its lack of experience in making 


s 


reparations end has asked the WFTU for concrete instructions, 
it will certainly go all out to make the Conference 4 success, 
Liu Ning-yi, broadeasting from Peiping on 18th August, 
no such humility. He vaunted the achievements of the Chinese 
people which made the holding of the Conference in Peiping 


possible, and emphasised the foremost role which they had 
played in welding together the oppressed people of Asia, 
He concluded, "We are fully confident that under the bann 
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of the greatest leader of the working class of the world 


Zz 
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Stalin, and under the banner of the greatest leader of t 
Chinese people, Mao Tse-tung, the coming trade union 
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conference of Asian and Australian countries will be an 


epoch-making conference of u nity and victory". 
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members of the Federation’. Beyond their titles, nothing more 


is known of these latter people. 


19. iu Shao-chi was one of the sponsors of the Sino-Soviet 


Friendship Association, an organisation which is now developing 
rapidly throughout Communist China, Liu was elected to the 
Preparatory Committee, as also were Chen Yum (presumably the 
ACFL Chairman), Ii Li-san and Chu Hsueh-fan, 

20. On 16th July, the ACFL published the first edition of its 


organ the ‘Daily Worker' in Peiping,. 


* 
. 


21, On lst August, the 22nd Amniversary of the People's 
Liberation Army, the ACFL called upon all workers to launch 


& campaign for increased output and for cutting down consumption 
of materials. An economy drive was to be started, and savings 


sent as gifts to the army. 
22. The most important internal event however, appears to be 


the holding of a "National Trade Union Work Conference" 


— 


Peiping from 23rd July to 16th August. It was attended by some 
240-250 delegates from trade unions, labour bureaux, factory 
administrations and Party committees, and was the largest 
workers' conference held since the 6th 411 China Labour Congress 
in Harbin last year, Mao Tee-tung, Chu Teh, Cc. in C. of the 


* 


> 


army, and Chou En-lai were amongst the speakers. Trade Union 


organisation, the administration of publicly operated enterprises, 


on the agenda, 


the aifficulti ox that Con 


- 


| * change of trade. There would also be difficulties over the- 
‘eonversion of wartime to peacetime industries. He was confident 
however that the Chinese had sufficient resources to realise a 
"“eigantic construction plan" and that Chinese industry would forge 


> ~~ 


&head rapidly after the final defeat of the KMT, He thought it 


certain that “grave unemployment phenomena” (resulting from 


* - 


imperialism ete.,ete.) would be "gradually eliminated" after 
three or five years, 

24, The main results of the Conference appear to have been 

1. & decision to organise within about one year more than ten 
million workers, including handicraft workers, shop employees 
and brain workers, as well as three million industrial workers; 
2. & decision to further democratic administration in state and 
publicly operated factories through factory administrative 
committees and shop stewards’ councils; 3. the drafting of 
regulations dealing with labour-capital relations, collective 
agreements, the organisation of labour bureaux, and management 
of disputes by bureaux. Details of these regulations are not 
given, but references to those dealing with labour-capital 
relations do not imply any startling departures from general 
practice. 

25. A final item of interest is contained in an Associated Press 
despateh of 26th August from Shanghai. According to this, Chen 


Yun addressed a meeting of 600 w ion representatives predicting 


the closure or ourteiled working of many more factories in Shanghai. 


Workers would have to reconcile themselves to lower wages, Although 


workers were now the leading class of the community, private 
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Dear Overseas Department, 
| I forward for your information 
some notes on recent provisional measures 
ntroduced in Shanghai for settling trade 
sputes, together with a translation of 
eir texts. | ‘ 
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QVISIONAL ME ES FOR SETTLING TRADE DISPUTES 
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Soon after the “liberation® of Shanghai, employers were 

met with widespread demands of various kinds from labour. These 
were often pressed in an unruly or violent manner. ‘The authorities, 
no doubt hoping to gain popularity with labour by giving it its 

ead, at first took little interest. As, however, industrial 
activity declined and labour unrest grew proportionately, the 
authorities realised rather belatedly the need for action, and on 
19th August the itary Control Commission issued two provisional 
measures designed to provide a basis for the settlement of labour 


disputes. Translations of these two measures are appended. 


2. The first of these measures lays down the procedure to be 

followed in dealing with trade disputes. In the first place, 
loyers and employees or their representatives must try to 

reach agreement themselves. Failing that, either side may 


. 


approach the Municipal Labour Bureau for assistance in reaching 


. 


agreement. If this process of "settlement" also fails, there 


7 


can be a@ resort to arbitration. 


~ 


Arbitration Committee composed of 
from the Department of . 


* . 


Union Council and one from the 2 
decision of the Apr 
Head of the Labour 


* 


aN 


recourse to the 


3. 


Further provisions are that any agreement which is reached 
by the use of force is null and void, and that until proceedings 


by way of negotiation settlement or arbitration are completed, both 


i 


sides shall maintain a status quo. Employers may not close the 
factory or stop financing it, or take steps to reduce workers’ 


treatment, whilst workers may not slow down production or behave 
in an undisciplined manner. Such provisions, if properly carried 
out, would do much to improve the conduct of disputes in Shanghai. 


One rather curious provision is that in the event of an 


peal to the People's Court, both sides must abide by the decision 


* 


of the Arbitration Committee until the Court's judgment is announced. 


> 


f Chinese Communist legal procedure is no more rapid than is usually 
he case in most countries, one can foresee complications over this 
provision where the People’s Court reverses & decision of the 


Arbitration Committee involving, for example, the discharge of 


labour or payment of a bonus. 


The measures also establish the right of employers to 
discharge labour where, as &@ result of production difficulties, 
they have obtained approval to change their business or decrease 
production, 4ny dispute arising over discharge will be governed 
by normal procedure. 


The second measures deal with the resumption of business end 


business is 


s 


‘possible; 


SS ieee t of oes ie ae 
Rett rok: seh, let 


A 


recently given Shanghai employers much trouble, The gen 


now applied by the Communists is that employers must take on former 


employees before they engage fresh labour. They do not, however, 
have to re-engage them en masse, but only as their production 


warrants, Those who cannot be taken on at the time may register 


for future employment. 


9. The following is a summary of the provisions relating to 
re-employment : - 


(4) Enterprises which had to close wholly or parti 


or stop temporarily during the four months prior to 


"liberation" must re-employ their former workers as 


7 ~ 


production revives. Such employees must be notified, 
and must turn up within a specified period. yherwi se 
new labour is to be engaged. Where resumption of 
production is only partial, employees who cannot be 
taken on at the time may register for re-employment 
and will take priority over any new labour; 


(14) Employees who left voluntarily, or who were discharged 
because of mistakes or inferior ability, or who have 


* 


found other employment cannot claim reinstatement; 


Hack ve * 
Asa Sr 
ee 


: 


taken on first; those who left at the same time 


must draw lots. 


10, It is not clear from the text of the law what is the 
distinction between persons discharged owing to closure or temporesry 


stoppage within the four months prior to “liberation” (para. 9(1) 


~ 


above) and other persons discharged as in para. 9(i1i) above. There 


must be numerous persons who come within both categories. tis 


presumed that para, 9(iii) refers to persons discharged at any time 


in the past, but there is certainly an ambiguity here. (Articles 
4 and 5(iii) of the text.) 


i The measures provide for registration of unemployed workers 


with the Employment Committee of the Trade Union Council or with 


See el 


other labour wnions, and forbid workers to use forcible means to 


compel their re-engagement. 


Las Where an employer finds it necessary to reduce production, 
and obtains approval from the authorities, he has a right to 

ischarge workers, but he may not discharge them for personal 
feelings or because they have joined labour unions or indulge in 
political activities. 


° There is a weakness in Article 8 which provides that where 


} 
\ 


a worker who is not employed under a contract is discharged, he shall | 


receive a discharge allowance of not less than one ena not more than 
three months' wages sccordi 


iele does not state how this discharge allowance is to be 


es are isaued on this, 1 1s certein | 


graduated. 


that workers will Sihim three months’ severense pey in all oases. 
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depends on how it is applied and indeed whether it is applied at 


all. Such information as is available from Shanghai does suggest ~“ 
that the Communists are endeavouring to give effect to these 
provisions. In two recently settled 4i sputes involving the U.5. 
Consulate-Genereal and the Ewo Brewery, negotiations were conducted 
quietly and amicably, and there was the feeling as a result that 


"things were looking up on the Shanghei labour front", 


*» ™ 
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Shanghai, on 19th August, 1949. 


pvisional Procedure for the Settlement of 
sputes in Private Enterprises. 


The object of this legislation is to settle any 
tween Labour and Capital on a reasonable basis with 


enefits to both. parties and the ultimate of increasing 
roduction. 


2. The Labour Bureau of this Municipality is the 
ody which will settle and arbitrate any dispute between 
Labour and Capital. If and when employers and loyees 
are unable to settle their differences direct, either party 
may apply to the Bureau for settlement or arbitration. 


ticle 3. The procedure for settling any trade dispute 
as follows:- 


(4) When the dispute between employers and employees 
of a commercial or industrial enterprise is of an 
ordinary kind, an effort should be made in the first 
lace to come to some sort of just agreement. . 
this case, the labour union will represent the staff 
and workers (hereafter referred to as “employees” ) 
who are members of the union, and discuss settlement 
with the employers or their appointed legal 
representatives. 


When direct negotiation proves a failure, either or 
both parties may approach the Labour Bureau for 
settlement. If such settlement is again impossible, 
arbitration by law may be effected. 


Should either or both parties consider the arbitration 
unsatisfactory, legal proceedings may be filed with 
the People's Court for a final judgment. 


« * 


Any demands by the employees on the employers should 
be - resented to their labour union for reference to the 
Trade Union Council for investigation. 
of the Trade Union Council, the reference 
Preparatory Committee of the Council.) 
considered pensensese, Pi ibe sentatives of 1 
demands before the 
for consideration, and a fi ag 
parties to observe. If both partie 

greement, either party may appe 
settlement or arbitration. 


delegates on both sides should not be less than three or 
more than ten. A detailed statement of the settlement should 
be filed with the Labour Bureau for record. Agreement reached 


by the use of force on the part of either side shall be con- 
sidered null and void. 


The Labour Bureau's procedure for settling disputes 
is as follows:. : a 


(1) When either side applies to the Labour Bureay for. 88 
settlement, the application form should specify the 
type of business, factory's name and location, number 
of people involved in the dispute, subject of dispute, 
record of any negotiations, and names and addresses 
of representatives. 


After the application has been considered, a notice 
will be sent to both parties to appoint their delegates 
to be present at the Bureau for discussion. 


When the Labour Bureau fails to effect a settlement, 
the case may be arbitrated by law, and the arbitration 
decision signed by the Arbitration Committee. After 
the decision has been approved by the Head of the 
Labour Bureau, it will be sent to:both parties for 
action. If either party wishes to appeal against 
the arbitration, it may do so by sending a notice 
within five days of receipt of the decision to the 
Labour Bureau and filing an application with the 
Court. Otherwise, the arbitration decision shall 
be carried out. 


Where a dispute has arisen a status quo shall be 
maintained until proceedings by way of direct 
negotiation, settlement er arbitration are completed. 
The employers shall not close the factory or stop 
financing it or withdraw the provision of food, or 
take any other measures to worsen the workers’ treatment 
The employees shall not slow down or behave in such a 
way as to interfere with production or break labour 
discipline. Should either side a 1 Set against the 
arbitration of the Labour Bureau an Ly to the 
Court for an action, both sides shall A ide by the 
arbitration before the pronouns ement of a Court 
judgment. 


The Labour Bureau shall set up the Lebour-Capital 
vommittee, and its Chairman shall be appointed by the 
and Agsistant Director of the Bureau. The Bu 

shall also appoint one re resentative from the Municir 
Department of Industry and 6 tunic: 
= ag 8 aia a from the Lge ont Industri 
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Artiole 9. This legislation shall become operative on the day 
of promulgation. | 


le 10. The power of making amendments to this legislation 
shall lie with the Military Control Commission whilst it is 
functioning. When the Commi s6ion ceases to function, the. 
power shall lie with the People's Government. 


: 89 
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Il. Provisional Measures for Settling Disputes Arising from Resumption 
of Business and Re-employment. 


Article 1. These measures are prepared for the purpose of 
settling disputes in this city arising from resumption of 
business and re-employment, with the object of restoring and 
accelerating production. 


ticle 2. In all factories and commercial shops which have 
again opened and started business, it should be the Sim of 
employers and employees, with a view to giving benefits to 
capital and to labour and to inereasing production, jointly 
to maintain all factories in a sound condition, jointly to 
overcome their difficulties in an energetic fashion, to improve 
capital-labour relations, and to strengthen labour discipline. 


le 3. Factories and shops which have not started work or 
only partially started work should resume business unless there 
are grave difficulties in doing so. Employers must not put 
off resumption of business or re-employment of labour under any 
pretext. If there are really insurmountable difficulties, as 
a result of which a factory or shop cannot start work and resume 
business or must change to other trades, the owner must report 
to the municipal authorities concerned for approval. 


Article 4. Where, within the four months before the liberation 
of the city, a factory or shop had to shut down completely or 
partially or to stop temporarily, with the result that either 
all or some of its staff and workers (hereafter referred to as 
rempleyses" ) were discharged, the employers must re-engage their 
employees who were discharged during the aforesaid period if the 
factory or shop resumes full operation.after the liberation. 
The employer should notify persons who do not return to the 
factory to apply for re-engagement. The employees for their 
part must report within ten days of the receipt of notification 
or of & press announcement, and take up their work on the date 
appointed. Otherwise, employers may of their own accord engage 
fresh employees. If after the liberation they are for some 
reason only able to resume part-production, employers shall 
have regard to the needs of that part of their business, and 
must notify employees who have been discharged from that 
particular part to return to work. Other employees who dannot 
be re-engaged must be given work first as production or business 
increases. No new workers of the same level of ability shall 
be employed before the old employees are fully reinstated. 
Employees who have voluntarily left employment, 
ose who come under one of the following categories, may 
not claim re-employment }~ . o 


ate Eployees who were re di seherg eee 
) evel of ability 6 


Enployees who before the liberation of this city 
voluntarily left the factory on account of war 
conditions for over two months, are not entitled 
to claim re-employment, but may register with the 
factory's labour union. When the factory engages 
new labour, the employers shall give them, prkority 
of employment. — 


Employees who before the liberation were discharged 
through the proper procedure or who have already 
received severance pay and left the factory, cannot 
demand re-em "odel vageh but may have their names registerd 
with the factory's labour union. When the factory 
engages new labour, the employer must engage them 
individually according to the kind of skill he requires 
and to the date of their discharge. (Those who left 
the factory last shall be pnt, igs ee first. Those 
who left the factory first sh be re-employed last. 
Those who left the factory at the same time shall draw 
lots to decide who will be re-employed first.) 


(iv) <All discharged employees who have already found other 
work have no right to ask for re-employment. 


Article 6. Those who are unable to resume work because of the 
adove reasons and who are unemployed may register with the 
Unemployed Workers' Employment Committee attached to the 
Preparatory Committee of the Shanghai Trade Union Council, or 

with the labour unions of the various factories or commercial 
undertakings, They must not gather together to occupy a factory 
by force, compel their re-employment, and interfere with productim 


le 7. The procedure for discharging and re-employing 
eaporAary Labour, labour employed under contract, and seasonal 
labour will be according to the provisions laid down in their 
Agreements. Should there be any dispute arising out of an 
Agreement, either or both parties may apply to the Labour 
Bureau for settlement. 


Article 6. 4n employer has the right to employ or discharge 
employees according to the needs of production or work, but he 
must not discharge employees because of personal feelings, or 
because employees join labour unions or participate in political 
activities. The employer can discharge an employee according 
to the procedure laid down in a labour contract. Where there 
is no labour contract, the employer must give notice of discharge 
one month in advance and pay the discharged employee - amount 
not less than one month and not more than three months’ 

according to the length of service in the factory. Tf 

not + epply where an = is rerun for mistakes, 


| power of making amendments to this Legislation 

ie with the Military Control Commission whilst itis 
functioning, When this Commission ceases to funetion, the 
power shall lie with the People 's Government : 


(Texts from Ta Kung pao) 
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Commissioner General, South East Asia. 
ommissioner of Labour, Hong Kong. 


Dear Overseas Department 


I forward for your information three copies of 
some notes on labour and industry in Communist China. 


Yours ever, 


Overseas 
Ministry of Labo 
Norfolk House, 


- 


This article is called 'Some notes' edvisedly. for the greater 
part of Communist China, the ‘sole source of information on labour 
and industry is Communist propaganda, which is unreliable, whilst 
much of the information to be obtained from non-Communist sources 
tends to be rather generalised. consequence, it is not at 
present possible to make any general review of labour and industrial 
conditions under the New Democracy, or to attempt to draw any general 


conclusions. 


The most important news from the countryside is of a number of 
peasant revolts in different areas during recent months. Some of 
these in more recently liberated areas such as Honan, Hupeh and 
Anhwei appear to be on quite @ scale. If KMT reports are to be 
believed, anything from 100,000 to 200, 000 persons may have been 
involved. Even if these figures are ten times more than truth, the 
numbers would still be considerable. 

The ostensible reasons for these revolts are the heavy exactions 
made on crops by the Communists, and the constant demand for recruits 
for the Red Army. To these may be added losses of revenue cau 
by floods in North, Central and South China; but other causes may ee. 


tite 


lie deeper. 


4.  Idn Piao complained s 


shown a tendency to slac 


' 


to remain in the t 


? 


iey announce 


direct its dotivities from the towns instead of from the countryside, 
@,,.; probably been responsible for 4 greater concentration of effort 
on urban populations. 

. That the Communists must give attention to the towns in the 
interests of administration and of their policy of industrialisation 
is true, but the urban element is not the decisive factor in Chinese 

olitioal affairs, and industrialisation is a long term policy. If 
the Communists, who draw their main strength from the students, and 
after them from the peasantry who form the broad masses of the people, 
make the mistake of neglecting the countryside, they will place their 
regime in great jeopardy. China does not produce sufficient fo 
for herself as it is, and if home supplies decrease through peasant 


defections, the effect will quickly be felt in urban areas as well. 


% *% % % 


. With textiles as China's most important industry, and raw cotton 
supplies much reduced after the withdrawal of ECA supplies and the 
contraction of foreign trading, the Communists have turned their 
attention to increasing their cotton growing areas, and encouraging 
farmers with loans and the provision of seed and fertilisers. 
According to Communist sources, the present area of cultivation in 
Manchuria is 210, 000 acres. By 1950, it is to be 500,000. Over 
one million acres have been planted in North Chine, including 40,000 

a U.S, long staple cotton, rowing areas sround 
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RGANISATION ; LABOUR—UANAGIORENT RELATIONS 
The organisation of labour unions is an essential part of the 
Communist state, and the Chinese have not lagged in their efforts 
in this direction. In Shanghai, for example, a Preparatory 
Committee of the Shanghai Trade Union Council was set up within @ 
fortnight of the city's take-over. It is interesting to note that 


> Ls 


_ 


among its members was Jao Shu-shih, one of the top commanders of the 


¢ 


Third Field Army under Chen Yi, and Chen Yi himself who is also 


Mayor of Shanghai. The new offices of the Council are in a Bank 
building, in marked contrast to those of the KMT General Labour 
Union which were in a decrepit building, formerly a widows' temple. 


The reorganisation of other of the city's labour unions has been put 


_ 


rapidly in hand. 'Eabour', the Trade Union Council paper, began 


ublication on lst July. 


Similar activities are being carried on in other cities that 


have been taken over, whilst on & national seale, a Prenarator 


Committee of an All China Railway Workers ' Union was formed at & 


Railway Workers' Gonference in July; and at the end of August, a 


* 


meeting was arranged by the ACFL to discuss the formation of a 
National Union of Postal and Telegraph Workers. Arrangements for 


. 


at 


China Associations of social service workers, and cinema workers 
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were put in hand during this period. 
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The establishment of factory administrative committees in 


public enterprises to undertake the running of the factories was 
much under discussion at a Peiping local trade union conference in 
May, and it was decided to go ahead with these in the city, but as 


far as I have been able to learn, steps have so far advanced little 


beyond discussion. Where, however, the authorities feel that they 
have sufficient control over labour through the unions, it is likely 
that they will adopt such committees so as to give a semblance of 
orker participation in management. Committees of this kind are 
not obligatory in private enterprises, and though the Communists 
might encourage some form of consultative bodies, I am inclined to 
think that they will not press for more. 
12. There are no unified laws regulating the conduct of empl oyer- 
worker relations, though it is possible that regulations similar to 
those for the settlement of trade disputes issued in Shanghai in 
August may in time be adopted throughout the country. Such few 
reports as there have been suggest that these regulations have not 
been applied unreasonably in recent days in Shanghai, and though it 
is hazardous to make a forecast, I am inclined to think that this 
may continue, provided the authorities can keep labour under control. 


13. The position is not without its interest, as I found in an 


informal talk with Mr. Pryor, the British Manager of the Kailan 
Mining Administration, who recently came out of Communist China for 


¥ 


a brief visit to Hong Kong. It seems clear from his experience 
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that the Commmists take the question of industrial activity 
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seriously, and whilst they are there as champions of the workers, 
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workers do, and has an important contribution to make. In 


ement in private enterprises lmows its job better than the 


ern 
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gonsequence, although they may aim to get concessions for tl 


workers, they will not press these beyond a point at wh 
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consider What the efficient contust of & feetory will be 


the position of management, there may be some ultimate safeguard, 


at least for those engaged in essential industries, in the greater 


t 
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ommunist concern for industrial productivity and expansion than 


« 
: 


or workers. Communist labour policy seems to be a mixture of 


» 


octrine and realism, with a fair degree of cynicism so far as the 


workers are concerned as the ‘leaders of society’. 


a 


14. There appears to be a growth of co-operatives amongst workers. 
‘Some of these are industrial co-operatives; others are marketing 
and consumers’ co-operatives, acting as a link between the workers 
and the government trading companies; most however are simply 


consumers' co-operatives. In Tientsin, every factory with over 


% 


900 employees has & co-operative, and the total membership in the 
city is about half a million. 


15. These co-operatives are said to sell at something between 5% 


» 


and 15% below market price. This may represent 4 genuine achievement, 
but with an inflationary currency, it is easy to undercut market 
prices at the expense of replacements. Unless prices are related 

to replacement costs, the inevitable result is bankruptcy, as was 
often the case under the KMT. 
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16. Communist News Agency reports say that the Morth | 


Provisionel Labour Insurance Seh ome, which was pu 


Le) 


into foree on 


1st April, paid out | 


May to 3,200 Manchurian miners and their families by way of } 
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all public industries, 
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17. A somewhat ; 


@ Ventilating duct to remove harmful dust from a fireproof material 


factory, as achievements in health measures. So they are, but if 
such simple matters are thought worthy of being singled out, the 


general standards of health and safety provisions must still be 


very low. 


av ICATIONS. 
18. Perhaps the most noteworthy achievement of the Communists to 
date has been the restoration of communications. Railway workers 
have kept pace with the Red Army, and rail communications have been 
restored in quick time. On 10th July, the first train in twelve 
years ran between Shanghai and Peiping. 
19. The work of restoration of Manchurian railways and those in 
parts of North China may owe something to Russian assistance. 


Russia has an interest in running Manchurian railways under the 
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Sino-Soviet Treaty of 1945, concluded with the Nationalist Government. 
Russian workers were seen, I am informed, on the railways in the 
neighbourhood of Tangshan (Hopei), but they stayed only for a short 


time, and then disappeared. It seems likely that the Russians 


are keeping well in the background. 
20. A new system of direct responsibility of workers for sections 
of track or for rolling stock has been imported from § 


induce greater efficiency and upkeep. 


a 
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. Railway experts have been busy devising 4 unified system : 


we 


China's different railways, 


* 


are divided into twenty grades so as to 8: 


higher speed for the transport of esse 


> 


less essential. 


and the bridgi 


22. Om the other hand, there is 


Fret 


1h eRe las ell 


@suffered extensively from flooding in recent months. With 100 


~ 


= ad 


limited amounts of rolling stock available, clearance of traffic 


ad . 


- 


is slow, and whilst the new system of responsibility makes for 

safe operating, it does not make for speed 

oe Communication by waterways requires less restoration, and 

there has been little interruption in activity. Ships and barges 
operated freely on the Yangtze shortly after the Red Army's crossing 
of the river, and interport trade on the river has been growing 
steadily, 

2h. As a result of Communist efforts, there seems to be a fair 

flow of goods between the different areas of Red China. tis 


noteworthy that despite the blockade, the Communists have been able 
ae keep Shanghai's industries supplied with power through the 
ransport of large stocks of coal to the city. Most of this 


ormerly came by sea from North China. 


eriod 
abour difficulties during which workers faced management with 
emands of all kinds, higher wages, increased severance pay, 


reinstatement of workers 1 since discharged, and retention of 


redundant staff being among the commonest. These demands were 


pressed in an unregulated manner, ¥ ith management ‘being brow-beat 


and confined to their offices, wh 4 t the authorities stood back 


showing little o 


a phase 


ur against 
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@r workers’ viewpoint, the oceasion presented an opportunity for 


_* 


obtaining additional money or valuable concessions, and they took 
full advantage of the situation. - 
e7. After a period, the authorities began to draw in the reins. 

It was not before time, for with an industrial depression following 
the blookade which reduced the supply of imported raw materials for 
Shanghai's factories to a mere trickle, a large number of workers 


. 


inevitably became redundant, and employers were being driven bankrupt 
where they could not discharge them. As it is, unemployment is 
believed to be as high now as it has ever been in the city, 

28. On 19th August, regulations were issued establishing a system 
of settling trade disputes through direct negotiation, mediation or 
arbitration, with a final appeal to the People's Court. They also 
laid down rules governing the reinstatement of workers 4s well as 
their discharge. They recognised that where employers could no 
carry on and obtained approval to close or approval to reduce 
roduction, they had a right to discharge workers. arther rules 
rovided that the settlement of. disputes by force was void, and 


orbid workers conspiring together to compel their re-employment. 


rom the workers’ side, the regulations gave certain safeguards 


a 4 h 


against di scharge on grounds other than redundancy or faulty work, 


and allowed discharged workers certain rights of priority of 


re-engagement. 


+ 


These regulations, if properly applied, should enable an honest 


attempt to be made to settle a@isputes. 


done in this direction, though the volume of disputes is st 
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serious matter. 
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30, Shortly after the issue oi 
Chairman of the 


Fee, 


that the times ahe: 


Rete t 

Wee ty eee * 

sl ae aS ae 
2 ae 


oe ls 


ae 
af 
a 


by @ call for ‘Three people's rice for five’, equivalent to about _ 


a 40% cut in wages, but how far this call has operated is not known. 
he Communists made a partial let-up however by re-engaging some of 
the staff they had discharged from government establishments. 
31. Whilst they have moved, as with the rebuilding of labour union 
organisations, to establish some control over labour affairs, the 
Communists have also been busy indoctrinating labour with its new 
responsibilities under the New Democracy. This will be a long and 
slow task, but there are signs here and there that instruction is 
having its effect. 
32. The Communists talk of building a 'New Shanghai', but in fact 
this amounts to dispersing the old one. There are three main 
points in the programme, (1) removal of about two million population 
to other areas, (2) dispersal of part of its industries to other 
areas, and (3) concentration of the remaining industry on domestic 
needs rather than on export trade. 
33. Although to doctrinaire minds, Shanghai may represent a giant 
monument of imperialism which must be levelled, there are more 
practical ideas behind the new policy. With its population now 
close on 6 million, the problems of administration, feeding and 


supplyi | Shanghai are a difficult undertaking for the inexperienced 


mary 


Communists as they were for the KMT, A transfer@ so many of its 


. 
— 


inhabitants presents a great problem, for, though ‘some of them may 


be able to return fairly readily to the land, those who have become 


‘ 


ily, and there is no short 


foreigners established their factories. It is some dist 

removed from centres of supply of Chinese raw materials, and if © 

its industrial resources are now to be used more for domestic 
ds, there is some sense in wishing to remove factories nearer 
the raw materials, However, the problem is not a simple one 


three reasons. 


arge scale removal of industrial plant is out of the question for 


he present. Secondly, as the Deputy Manager of the People's Bank 


n 
t 
ft 
3 In the first place, transport facilities are limited, and the 
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h 


as pointed out, there is no surplus of electric power in other areas. 


The amount of generating plant that the Communists can remove from 


- 


Shanghai (as they apparently intend to do) will not help much, and 


though it is interesting to note that a recently formed. North China 
Electricity Company has e Five Year Pian to double the capacity of 
power supply in North China up to 200,000 kilowatts, this is mere talk 


as yet. Thirdly, manpower in China cannot be easily transferred any 


; 


distance. Feelings of local patriotism are strong, climatic conditions 
vary, and above all, language difficulties intervene. Shanghai has 
its own dialect which is not much understood far beyond the city's 


sonfines. ypposition to the removal of factories has already given 


¢ : 


¥ 


rise to one bloody incident at a cotton mil) in which numerous 


casualties were sustained in 4 olash between the workers and Red 


Army troops. 
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possible home produced articles for those hitherto imported. 


‘ar as 


&.poLiey in building up the 'New Shanghai' is in fact being 


¢ ; 


accelerated by the blockade. 


VI. 
37. Ao accurate assessment of industrial activity under Communist 
rule is well-nigh impossible. A certain amount of information can 
be gained from independent sources concerning Shanghai and Tientsin, 
but for the greater part of China, ineluding the industrial North 
East, almost the only source of information is Communist propaganda, 
which under the able but irresponsible guidance of Liu Ting-yi, 


achieves the metamorphosis of sows’ ears with great facility. 


: 


38. Possibly material put out'in propaganda is not untrue, but it 
is only true in & particular instance and in a particular way, and 
otherwise quite misleading. A recent report from Hankow for example 
says that the flour mills are "now producing 10,000 bags of flour 


~ 


per day". This sounds promising, but in fact, from personal 


~ 


recollection of a visit over a year ago, this was about the norm 


production. There has been no real advance at all. Again, another 


report says that the production of coal at the Kailan Mines has gone 
up 350% since last December. I understand from the British 


~~ 


of the mines, however, that owing to the process of "liberation", 
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production last December was almost ni ee day it is about 11,000 
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toms per day against a normal 16,000 tons, 
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is slowly improving, but he estimated ti 
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They expect that the present "grave phenomenon of unemployment” may 
continue for at least three ta five years before it gradually | 
diminishes. 

So far as Shanghai is concerned, numerous factories continued 


to operate during the period of take-over, whilst others which closed 
began operations again: shortly afterwards, despite labour difficulties 
and increased wages consequent upon pegging wages to the price of 

rice as was done in the earlier stages. 4 Heavy Industry Organisation 
and a Light Industry Organisation were formed to watch over the 


running of publicly operated enterprises, mainly the ex-enemy 


factories formerly under the National Resources Commission. 


However, despite Communist efforts to bring raw materials 


ae 


from the interior, and the conversion of oil-burning installations 


. 


ae 
Oe ote ctiae 


to coal-burning, the blockade has had a marked effect on the 
resumption of industry. ome recent Communist figures for the 


three months following "liberation" are of interest. These state 


that out of 1717 various kinds of chemical works, the number which 
reopened was 792, or 46%; out of 9490 textile factories, 2067 or 
38% (textiles are Shanghai's biggest industry); out of 2939 


o 


engineering works of all kinds, 816, or 27%; and out of a 
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remaining 3567 fectories, including chiefly paper box making, 


printing, saw-milling, an general contracting establi shments, 
781 or 22%, The total figures are 13,713 factories, with 4456, 


¢ 


of part opening or short-time working. It does not ai stingui 


between those factories which wore conpelled to reopen and those 


} 


which found 1% profit 


ether any 
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which have closed down again. The actual position may be a go 
deal worse, but even on Communist showing, it is bad enough. 


43, Tientsin apparently saw a partial revival after the take-over, 


notwithstanding labour difficulties of 


Shanghai. Growing activity in textile, rubber and paper works was 


reported in April, May and June. Since then, the blockade has been 


partially broken, and shipments of rubber (about the biggest single 


e 


item), paper, dyestuffs and other industrial chemicals, as well as 
textile machinery, even if not all finally intended for Tientsin 


have arrived in that neighbourhood, and give promise of some revival 
of industry, but latest information suggests that this has not come 
about yet. gg processing, however, and salt manufacture in the 


Tangku-Taku area, seem to be fairly active. 
4h. In Peiping, Communist reports indicate a mushroom growth of 


small soap and dyeing factories, and increased activity amongst 
small engineering factories to provide agricultural instruments and 


machinery for the countryside. Here as elsewhere, "loans", which 


+ 


7 ~,. 


are apparently only cash payments given by the Government banks or 
trading establishments in return for finished goods, have been 
granted to stimulate production by small private concerns of all 


kinds. The big Shihchingshan Iron and Steel works have resume 


full production; I understand however from independent sources 


that the Mentoukou mines near Peiping, a British eencern which - 


a 4 “ rhe oe . re ° 


KMT never handed back, are flooded and completely out of use. : 


‘Indeed I believe that the Commmists have made private overtures 


- - Sa 


to the original owners to hold thet part. ul ar | 


MS, So far ao other areas are concerned, 


y 


ffidence. 


There are reports of restorat 


tons were produced duri 


1,300,000 tons in 1944. Three modern cement factories are 


producing 18,000 tons per month, and with other factories being 
restored, a target of 300,000 tons has been fixed for 1950, The 
4nshan Steel and Iron Works have begun the production of coking 
ahead of schedule. Coal output at the Fushun mines in Liaoning 
is back to about half of its original output of 2,000 tons per 
day, whilst at the Fusin co&lfield, which produced 4,500,000 tons 


«< 


of coal in 1944, it is hoped to produce 1,800,000 tons this year 
after five months of repair work. Production was only 42,000 tons 
in January, but had reached 210,000 tons by May. Thought is being 


given to increasing the output of native products such as bristles, 


t 


pork, eggs and furs for export purposes in exchange for industrial 


equipment, and of hemp, cotton, tobacco and hides for home industries. 


Departments for Heavy and Light Industry are included amongst those 
established under the new North East People's Government. 
. As to Hankow, a report in late July states that the People's 


Government helped “almost 2,000 factories" to resume operation. 


a ~ 


Most of them must be quite small ones for not more than @ score of 


Hankow's factories are of any size. As in the case of flour mills 


already instanced, nothing more seems to have been achieved than a 


resumption of something like normal production, if indeed it was 
ever much interrupted. What the effect of the blockade has been 
is not know, but with Hankow being conveniently situated in 
relation to raw mater al supply areas, and such essentials as 2 


cotton texti 


) e indust ries, it sho! 
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commercial and industrial enterprises since the take-over. 


Textile mills have started up again after being inoperative for 


3 


two years. late July report stated that coking, machinery 
and rail manufacturing plants, and chemical and oxygen works had 
all exceeded their targets since “liberation”. The North West 
Steel Foundry, one of the biggest in North China, also exceeded 
its target by a wide margin. Wo additional details of any value 
are given. 


Taiyuan is one of the regions to which it is proposed to move 


some of Shanghai's factories. 
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By Chen Po-tah* 
Cnina Digest, ESS enon Sy Mey 17, 1949, 


ree With the ig vi cto} ea of the war for 6. 
Livewned m of the people, one of the major tasks ¢ 
‘the Royglution of New Democracy lies in the teking gy: 
4A ereas Where the reactionary Kuominteng rule hag bee 
squashe¢ Bas industrial enterprises formerly operated. 


by bureateratic capital headed by the Bi; Four 


as well @# 411 public enterprises, The capital of #1 


bureauerete mist be converted into the assets of Ge. 
people, the indpstrial cnterprises must be made tq pn 
tinue pe Foduction, They must be convertéd from sepying 
the intefests of the feudalibtic and compradore ite 
fluences: of bureaucra tic ae sso into serving | 
interesté of thé peop’ is task is growing ingyeas- 
ingly heavy, and ¢alls for chreful study on the per 

our comrades, 


Af tex taking over this coldness 1 bureauere the : 
capitalistic mé¢hinery ..ich controls the economic jife 
of the State, hdw are we to manage’ ‘and operate the. 
various enter prises involved? A new problem confgen 
us and the people, and we mst solve it properly, ** 


However, on the one hand, our military ope yg¢f{ons 
Still ¢811 for the cor ~ ued efforts of a lerge portion 
of our cadre. On the . ‘er hend, most of our cade 
members. still lack the needed experienee for the map 
ment and control of lsergs industriel and comme roief 
enterprises. 


In view of this vrarecre and in compliance with 
the tnaustrie! and Trade Policy already announced 
Comréde Mao Tzc-tung, we shall, for the present, d¢ 
with the aieaenes before us as followsi- oe 


ived 


os ) When We proc; } to take ovsr industrial. enter 
prises, we must genere: | - speaking, not disturb the§r 
original machinery, That is to say, we must prea ve 
the integrity of the technical organization and prpgt 
system, -— 


8) me wrk rs wae be encouraged, and alk STs 

p embers of origiuai: enterprises required, - eh 5 We 

té Dro b tec tion to the assets of the plants, inodt 
equipmer » buildings raw mteriels and recordsi| Recep 
for the very fow eounter“revolutionerics, ‘seboteurg @nd : 
notorious evil elements, all former smployées willing to 
continue in servie must ‘e retsined in- their, original 
positions et their or’ mae remunere tive evel, 7 ths yn 
vecancies ere created by the departure of fo ; S 
the prineiple shell be followed whenever ‘Pp ceitle ‘$het these 

ne: eon e filled by former subordinates by raaeee ly OF 
welt ted ee from enone the” old ste. lines 


Pet 
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Government shall appoint military or politioel delegates 
to supervise the operation of enterprises taken over. 


1 specially large enterprises,. @ auper- 
visory or political section shell created if cansidered 
necessary, end supervision shell be exercised over the 
eitferent. departments of the enterprises concerned, 

a sup6érvisory orgen mst, howver, be-simple in structure, 
and enteil only the minimum of expenses. The supervisors 
shell pey. special attention to the following matters? 
a) The supervision and protection of roduc tion. 
prevention of sabotage and strikes.. 
e ithe study of manegemnt, technique and fimanc iel 
comtrol, 
The proeyention of pilfsrage end waste, 
é¢) The guidenee of the workers in their study of the 
politicel tenents of the démoratiec revolution. 
f) Assistance in the orgenisations of labour unions 
and cooperatives, and search for active elemen ts 
6ligible to serve 2s cadre mnbers, 


4) The originel buresucratic practices which exploite 
the people shall be removed, Parasites shall be removed 
from the pay-roll. — . 

5) Under the supervision of military or polit& 
delegates, members connected with the enterprises sh 
given authority in keeping with their ‘Tesponsibility. 


* ‘ . ie 


' 6) Iu view of the presént military. ‘si tus tion, 

s not yet opportune for the epplication of e unive: 
adjustment of weges. Accordingly, during the fii 
of the operation of enterprises taken over, the 
wege systems and standards should not be. sumeri 
but the actuel income of employees mst : 


whet it was before the liberation, .. 
for the herd working and fines for th 
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unde gavend the ‘situation, and agree to cashing a 
sed r dues at a deferred date. At the satis time, the 
kers must be assured that, in spite of the wer. the 
6 Situation in the liberated areas, where land reform 
: bebe éarried out, will be mainteined at Somparesivedy 
stab lized levels. The aituetion i xéely different 
from that in the Kuominteng ereas where infletion pro 
‘unchecked| and indeed, the workers in liber ig 
already been given preliminary sefeguerds to impre 
conditions, 
It is obvious thet our : attitude in dee 
with in*tatriel enterprises teken over must Ciffer | 
our attitude towara the reactionary politi@el org 


Aett ® i 


biec ye. of the Revolution 


Ae e mttcr of fact, many of our compates 
heve realized the signific of whet is sric here, 
meny have elready learnec to hendle the industrial mech Ne 
ery taken over, But there is * neec for many others to 
learn the significance of the issues involved, ani: t% stuty 
the proper ways end meens for the exereise of control over 
enterprises teken over, in keeping with the policy ef the 
Party, Therc have bcen instances where inexper tented. 
persons heve been eppointed to posts, where the : 
enc technical sy8tems h=.s been modified unnee 
end: even where nemes of various positions in faector$ 
heave been changed into unintelligible Ccesignations, pre- 
viding people with leughter, All these mistakes myst be 
rettified, 


The objective of the Revolution in the over= 
throw of the old production order is the transformeti: 
fixed ownership of property, Landownership pesses from 
the hands of feudelistic and semi-feudalistic elements to 
those of the farmers, Ownership of industriel ent 
passes from the hands of bureaucratic cepitalists 
by the Big Four Femilics to those of the people.’ 
transfer of ownership in both cases follows the 
of politics] suthority. We proceed w . the 
of the industriel enterpriscs of the bureauéretic 64 
in our capeosity ss. representatives of the 6ople, 

taking over signifies th.t e new production orcer te 


hs pointed out. by Comrade Mso, 
tel. controllet by the Big Fcur. Fenilies, in leq 
i Lith + al ‘Lty of & 3 Stete, eae, anor 
dore end feudalistic 
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When we teke over, whet do we do first? 


— 
. 


- When we teke over these enterprises, whet wil! 
be our first act? It is the placing of 411 teshaiciens, 
work superintendents, eccountants and sil other managerial 
‘staff members under the supervision and leadership of the 
Liberation Army and the New Democretic Government, which. 
are led by the working dlass, in order to put to wi rk all 
the machine equipment. The enterprises ere not éisturbdéed, 
much legs destroyed, We only put in delégetes to supers — 
vise end direct the continuetion of. produétion, end to pre~ 
vent sabotage and strikes. ca 


x 


; 


Let me repeati We do not come to distur, but - 
Only to supervisé. Thé work supervision is whet ‘we musk 
learn immedietely, and it cen be learned éasily. 


This 4s not to sey thet there is no conte for 
the reformation, the reorganization of  bbgetelnabe 4 indus- 
‘trial enterprises. The removal of the biireaucratic system 
‘ef control is the first important reform, Other reforms 
are needed, and mist be taken up in time. 

But if we ere to reform these industria] entere 
‘prises, we must first understend them, be acquainted with 
them, and know all the ins and outs of their working. 

Then " only mey we, by epplying whet resources ‘re st our 
disposal, introduce retionel reforms, introducing pore 
advanced technique end-orgenizetion, As long 46 we are 
still ignorent:of the working of industriel enterprises, 
we cennot institute reforms, | Reforms must be graduel, 
em not violent. 


. 


Lt the time of the surrender of the Tapméese. 
invaders, the blood~sucking Kuovintang bureaucrats ysurped, 
the fruits of victory from the people, and in thely teking 
over from the lien the indus triel enterprises which the 
invaders had built up with the flesh and blood of the 
Chinese people, the Kuomintens bureaucrats inflicted heavy 
damage on them, In our takins over at this juncture, we 
are suffering a colossal loss. For this reason, it be- 
hoveés us to be all the more cersful not to disturb the , 


dustrial organization to avoid inf: 0 
ge where damage hesalready been done. It is tr 

our comredes have been moved by their revolutionsry 26a. 
in certain instenccs where disturbenccs of the origine! 
machinery have been inflicted, end this has becn entire 
due » gl feilure ‘to lind A the ‘s. ieee of the 
| on, It nas ~ircs’; Well | 
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Transmits; Statements {in translation) by leaders of 
the Chinese Communist Party - 1946, 


Sub jeete The Economic Policy of the New Democracy, 
labour and management in industrys 
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a) A meeting on industrial ond commercial 


subjects in North China Liberated Areas ~ 
-weges - mensgenent - employer and em 

loyed ~- public and private enterprises. 

bd) Duties of Labour ~ resolution pessed by 
VI Netioneal Labour Conference. 

(c) Main duties of Lebour in Libereted Aress. 
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1. ADJUSTMENT OF WAGE SYSTEM ADOPTED BY PUBLIC 

lying the con é question of the 
wage system has been seriously studied and the mistake 
has been pointed out of adopting the pringiple of 
equality for all ranks in the fixing of pay scale, i.6. 
on the ground of relief to so many persons in the family 
instead of on the basis of skill and working efficiency, 
So the treatment eccorded to apprentices and non-trainsd 
labourers is too high and that of skilled staffs too 
low, wiich is contrary to the principle of éevelopment 
of production and is calculated to reduce production 
powésrs, It has also been decided that in the eese of 
all public enterprises in the mew liberated areas the 
existing basic Scale of wages and classifications 
should be maintained for the time being and wages should 
be issued at a fixed C.0.L. Index together with 
rations as a make-up. Thus a new rational system of 
classification, pay and rations will be introduced. 
This will also apply to the old liberated areas, The 
Conference hes further passed resolutions that pay for. 
the staff of all public mills should be uniform 
issued in cash, that a 10-hour working rule should be 
enforced, that. "1.5% of the total amount of wages should 
be set aside each month by the mills for the Siaff 
Cultural and Eoucational Fund, and that 3.5% of the 
total amount of wages should bs set aside sach month 
for the Staff Insurmece Fund. 


RR ee OG SO Oe 


2. IMPROVEMENT OF MAN‘GEMENT. 


a) The Conference hes pointed out that the defects of 
heevy waste, ignorance of government, and lack of 
discipline should be remedied, | Instances where 
blunders have besn committed are many. In future, 
before a mill is cstablished or removed or wrk 
undertaken, it will be necessary to investfgate, 
study, and plan in & most careful way end to obtain 
the written concurrence of the tech voheg 6agi 
end the approval of the superior authorit 

(b) Quite @ number of mills taken over | 
puppet, and KMT officials ave Yrema. 
condi Sttox. because the machin ry er 
been dismantled or removed elsewh 
should be highly deprecate 
and mines in the new libe 
prohibited from Bae bbge 
be peers. a ‘ 


oe 
bic ides. otherwise they cannot continuc to do 


useful work and must be replaced by those who can 
and are faithful to the new democratic doctrine, 


Proposals have been put forward for 
introducing the system of reward.and exeminstion of work 
end conduct for eliminating #11 weste, for enforeing re-~ 
trenchment, for increessing the conv iction of & strong anc 
centralised lesdership, and for opposing locelism and the 
principle of freedom. In future, ell matters concerning 
plans and excution of production work end finances of ell 
public mills should be uniformly specified end hmdled by 
the highest authorities and should in no wey be inter- 
fered with by the mill controlling organs. 


One of our most imortent missicns is to 
see that our economic staff learn how to control end 
administer end learn well the scientific and rational 


part of the administration hitherto played by the 
capitalist, 


3. RELATIONSHIP BETWEEN EMPLOYER AND EMPLOYED 


(s) Old unequel contrects be twsen the employer am the 
employed shoulé be rectified and new ones on the basis 
of equelity and mutwl interest replaced. On expiry 
of a contract eiticr one of the perties has the right 
to terminate it according to lew. ‘Tendencies should 
be rectified towards refusal of termination of smploy- 
ment according to contract, compulsory employment, 
or arbitrary fixing of wages. On the other hand, eny 
reasonable termination of employment of 4 political or 
retaliatory nature should be guarded ageinst, 
Fundamentelly we should recognise the existing system 
of weges and bonuscs. Necessary improvements should 
be mde in matters excessively unfavourable to the 
interest of the working class, while mistekes in cér- 
tain cases where treatment has been too good in the 
past should be corrected. 

We should réecognis: the existing system of working 
hours. The number of working hours, in some instences 
even exceeding 12 hours, should be reduced according 
to circumstances, and conditions under which too meny 
holidays. or meetines ere calculeted to cayse deley to 
er roduction or business should likewise be remedicd. 
he manegement should, however allow labourers, 
-employeses, and a 3 eaters to perticipeate in verious 
meetings organisc< the lebour unions ond to learn 
other erts during le sure time. The old system of 
‘tutorship found in the he ndcraft industry should be 


maiotel ned, » but the period may be edsquete ly sho cadet 


) The exist rele tos between mesters. end ae 
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the expiration of period of ‘epprentiosehip, 
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to production plans, treatment of labour, work, 
living conditions, ete., enc offer their ‘opinions, 
but the final cecision regerding production plans 
should rest with the “encral Manager. ‘The 
working staffs should obey the rules of the mill or 
firm and respect the business directions of the 
Mans ger. 


4. RELATIONS BETWEEN PUBLIC ANL FRIVATE ENTERPRISES. 


(a) With the exception of. ammunition industry, industries 
in the nature of governmmt control end monopoly, 
and industries which cannot be opereted by privete 
individuals, all other industries and tredes may be 
cerried on by privete, or joint public and privete, 
concerns, Public concerns should concentrate their 
energies on the promotion of heavy industries, 
ammunition industry, manufacture of mechinery snd 
equipments end essential industrisl raw materiels 
and such Light industries 4s are necéssary to. 
popular livelihoo?, the operation of which is beyond 
the financial resources of privsete individuals. 
This will enable private industries to develop 
ereatly. . Investments in enterprises in the . 
liberated areas by industrialists and merchants 
from the KMT controlled areas will be welcomed and 
all assistence and fecilities will be given, 


The principal duties of public trading coneerns ere 
to control and stabilize prices of the stable 
commodities vital to popular livelihood, to push the 
consumption of industrial, agricultural products and 
by-products anc to supply the necesséery materials 
for production and subsistence.  Regserding the 
policy of mice control, public trading companies 
should direct private merchants to devise Joint 
measures for the stabilization of prices md pro- 
motion of production as well es the prevention of 
hoerding and speculetive meninulations,. 
The government will accord certain privileges to 
public enterprises according to lew. # For instance, 
‘Monopoly of emunition incustry, uniform supply of 
ra pre, mtcrieis, issuance of currency by 
national banks, control of banking business 
control of old, silver, and KMT feapi » torelen 
exchange, 6 a; These measures are absolute 
necessary and wrfectly legitimete 15 so far a8 
military successes 8nd. sooueass wers ere ar rnet . 
At the seme tims, by stabilizing the merkets, 

plying rew meter is and pt ecb and equip- 
men By and Teduc ing popular buréens, Leg’ # will | 

‘tremely iy ie ial to ‘private | 6n hg jses. 
ther privileges = egies fecha mentioned 
be accor ded. us 
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RESOLUTIONS RE DUTIES OF LABOUR MOVEMENT BY SIXTH 
NATIONAL LA TEBOURt CONFERENCE 1/6/46, — 


1. Since the conclusion of the Second World War, USA nuve 
tsken the place of Ja.en in carrying out the policies of 
encroachment. and have assumed the role of dictator. 

The sufferings and herdships inflicted on the people, 
particularly the working classés, as a result of prolong~ 
ed civil strife are extremely intense. Under these cir- 
cumstances the only way out for the people is to unite 
together oppose the KMT saministration, abolish all 
special privileges enjoyed by American imperialists in 
China, and establish s regime based on a new democratic 
doctrine. If the Vhinese workin: classes do not endsa~ 
vour to complete this mission, they can expect no improve- 
ment in their present deplorable conditions. They should 
and must stand at the front, become revolutionery leaders, 
and display a spirit of self-sacrifice in order to msin- 
tain and accslerate the successes so far achieve@, Only 
on this foundation w21l they be able to proceed towards 
SRE OE SO aeen weet thoroughly liberate the working 

Cc ASSES + 


2 Das to & suecession of brave battles fought and the 
support of the general public, regardless of all sacrifices, 
2.6 nillion KMT troops have been annihilated ang 168 
million people liberated with the result that KMT ere now 
in a Gsfensive position and ars being driven to the verge 
of collapse. The Amcrican imperialists are starting an 
intrigue of disguised peace movement in order/to play time 
for future counter-offcnsives. The principal duties of 
the Chinese labouring classes should be to support the 
liberating armies with determinsd and wnited efforts, to 
subdue quickly as far as possibls the American imrerieliste 
and KMT covernmsnt, to liberate and unify whole Chin:, to 
disclose the intrigues of disguised peace moves, end to ; 
fight for reel peacc. It is belisved thet with a united 
front and continuous ere caked the fangs om will 

: not be far to reach. or 


Se Following the above broad ‘hes 3 we wid sae thus: 
in the ferming districts we shall readjust and redistribu te 
land owned by proprictors and rich farmsrs of an 
aristocratic nature, and in the cities we shall confiscete 

_ bureaucratic capitel, protect. populer industry and trede, 
and enforce the policics of developing Productivity, 
boosting economy, and caring for both public and peseate 
interests. and eatue 1  eneeees of Bie +h emple sedate — 
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MAIN DUTIES OF LABOUR MOVEMENT IN LIBERATED AREAS. 


Le Toe labour movemcnt in the liberated arees has pro- 
ceeded under completely new conditions. The working 
classes have bsen set free end heve occupied prominent 
positions in nstionsl administration. Here we héve no 
bureaucratic capital but the capital of popular and co- 
operative enterprises which belong to the peorle in whole 
or in yert, There is no antagonism between the employsr 
and the employed, Ths iadustrial and sgricultural ex- 
pansion tends to strergthen the foumdetion of revolutionary 
werfere and ameliorate the living conditions of the gencrel 
public, particularly the working clesses. Such is not yet 
the case in private enterprises. B.t as the working ¢' ssses 
take a promingt place politically, sdministretively, aid 
socially, they will nev suffer from oppression or exces ive 
exactions. 


Be Primarily, the wrking clesses in th: liberatd | 
areas must be well orc _—sed and weli informed, must po’ sess 
a sense of realisation, and must fully appreci:te Ciina‘s 
present conditions end new orders with a view *o partic. - 
peating in the various r-construction prograr n the 1.éew 
democratic sdministrativ;, army, eco-omic, and soleus! 
ficlds, They must ins‘st thet non-capitalisis repre: 

the whole population in the adoption of plans ad police 

for the permement inté~«st of the public as op : osed to 
selfish.end erroneous plans and policies. 


Oe In view of the enormous lebour force, populsr co- 
operation, a large nur’ of aveilabie merts, . ich FESO. “CES, 
and the impending liberstionof more xities, ~ 3° 3 ec 
machinery, the futurs of industrisis expansion ill be ur- 
limited, and the responci bilities of the working clesses 
will be greater. As thay pley a leeding role in government - 
and public enterprises, 16y are entitled to p.ctitipet. in 

the management of mills and therefore must tske upon the 2- 
selves the tesk of perfecting production wrk. This 
principle also applies to co-operetive enterprises, In ~ 
private enterprises they mist help the employer cerry ovt 
production plans, abidc hy the agreements betw 2n the en- 
ployer and the employed, and obey the policies of the — 
sovernment for the protection of private enterprises, — a es 
At the same time, they h°ve the right to demand the employ- 
er to enforce the: principle of mutue? benefit end to Utes ae 
him to éxecute governmen t, decrees. gh gee see 


4,  (s) Re industriel pens, we ‘should stert * 
furdamentélly liberateo rees and with gover 
ce ic bane gees 186S~—  * should 


tists of. machinery, selection 
dis ton of Paledl of labour, cievett 


3 be tween ee us try. « 6gr 
‘munice ti or ey and be 


6. 


struggle for existence, the working classes should have 
stronger and wider unions and display maximum activities, 
They should adopt different attitudes towards bureaucra- 
tic capitalists and popular capitalists. Since the 
latter are under the oppressim, injury, and restriction 
of Amsrican imperialism and bureaucratic capitalism, 

they should be persuaded to oppose the: oppressor and then 
to adequately improve the living conditions of the working 
staff. But in the enterprises capitalised by buréau- 
crats and imperielists, especially American, such atti- 
tudes should not be adopted. There the working classes 
Should work together with those who oppose the management 
and oppression in their struggles for amelioration of 
their living condition. 


Oe The working staff and bodies in.ths KMT controlled 
areas should send trained personnel to the liberated areas 
to participate in new industriel and commerciel reeonstruc- 
tion work and at the same time pay particular attention to 
the protection of all machinery snd equipments in public 
énd private enterprises and oppose any damage, removal, 

or dispersion as theSs Wil} eventuslly become the pro- 
perties of the people. They should slso co-operate with 
the public in keepine strict surveillance over the anti- 
revolutionary element end msintain public order pending 
establishment of a new order. 


4, In carrying out the above ectivitics particular 
attention should be paid to the sdequacy of the ways and 
means used, to the protection of their own bodies and 
leaders, to the appropriate disposal of internal relations, 
and to the climintation of any provocation or instigation. 


1 


programme. 
{b) We must effectiveiy improve diane ut and control on 
government and public enterprises before we can attain 

the object of sufficient supply, low cost of production, 
good quality, great quantity, and wide consumption. 

First, we must make the snterprisesbusinesslike and mse- 
nagement democratic and then formulate cerefully 6 detail- 
ed plan of production end introduce a system of control and 
auditing through the whole stages of supply, production, 
and consumption, Enployment of staffs should be based on 
cepacibi lites, skill, and devotion to duty. Systems of 
examination of work "and comiuct, fixing of individual 
responsibilities, enforcement of discipline, inspection 

of finished goods, etc., ¢te,, should be gredually intro- 
duced. Menagerent conmittees under centralised authority 
should be formed to be composed of Gsnerul Menager or Mil 
Min&géor, cup incers, other responsible members of the staff, 
and representatives elected by the labour union meetings 
under the chairmanship of the Gencrel or Mill Menager to 
discuss and decide on “11 questions in connection with 
management and production, In .case the General Mansecr or 
Mill Menager considers any resolution passed by the ma jority 
of the Committee as sgainst the interest of the mill or 
enterprise or against the instructions of the superior 
authority, he has the right to suspend the execution of 
these resolutions and report to his superiors for in- 
structions. On the other hand, if the majority members of 
the Committee consider the Manurcr's action inappropriate 
or raise objections to his report, they may also submit 
their own private views to the superiors and ask for 
instructions but pending receipt of same they should carry 
out the Manager's decision. If uhc minority members of | 
the Committee do not agree with the resolutions of the 
majority, they may likewise report their own opinions to 
the higher authority. In an urgent case where time does 
not allow of a committees meeting being held, the General 
Manager or Mill Manager has the right to handle it, but 

he mst refer his action to the Committee at a Sub sequent 
date for concurrence. In a large mill with over 5 
employees a mill representatives* mecting may be orgent ced 
and may transmit and discuss the mill's aechasons, 
production plans, and working experiences. Thus, 
Suggestions and comments from the public may be 1 ade 
available. In such deuocratic ways we shall be able 
cultivate the staff's managing powers, ‘ela borate col 

and counter-commpnts, climinate bureaucratism, elevate _ 
the staff's sense of responsibility, duty and sitteasnivcl, 
and never the true sAvONEH FOC end Tabour-hero ee 


: ‘In priv ate enterpr ises ‘ena apron 

convines the employers that the above sys See oe 

Positions are of great advantagé ané 
When a mill management c omit tes | is ft ae 

Manager or General Manager hes the ri, 
but-if the staffs" Tepresentat ve: 3 
as against the people vel or 

advantages to the employer an 

mit their opinions to the 
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the best element from among the existing key staff who 
will help in raiging the standard of efficiency. In 
places where there is alarge number of factories profes- 
Sional schools should be opened and personnel in none 
industrial circles who have either received special 
training, or have had industrial managing experience 

should be detached to take up the managing duties, The 
old managing or technical staffs in the newly liberated 
areas, with the exception of the proved undesirable ele- 
ment, who desire to continue their vocations will be 
retained aes far as possible and should be persuaded to 
unite together and modify thsir attitudes snd methods of 
management, especially attitudes towards the working class , 
6S. Industrial talents who voluntarily come over should 
be welcomed to participate in suitable work. Furthermore, 
personnel of education and cultural qualifications should 
be detached to pick up the wrk of management in the 
various mills, Industrial colleges should be established 
at places where students, faculties, and necessary equip- 
ments are available in order to introduce new blood, 


(d) Under present warring conditions while the farming 
population supply men and grains and the civil servants 

and teaching faculties stick untitingly to their duties, 
the working classes should endure greater hardships, do 
more work, and in regard to the questions of working hours, 
wages, labour protection and welfare, etc., should refrain 
from making excessive demands over what {s allowed by war~ 
time ¢conamic conditions. We propose that the working 
hours for the mills should be 810 hours per day and may be 
prolonged or shortened: under special circumstances on 
approvel of the local government. With the exception of 
urgent military requirements, the working hours ine luding 
éxtras per dey should not excecd 11 hours at most, and the 
period of extra work should not exceed 4 days in suecession 
and 48 hours in a whole month. The working hours for 
farmers, labourers, handicraftsmen, and shop one anyee s may 
follow the usvl BERET IOS. 


(¢) Wages should be so fixed as will eiutate the min imum 
living Standard of on ordinary workme ny 


(1) Staffs should be divided into dleaees according cad ‘the 
amount of labour and skill in the stage of producti 

The number of classes should not exceed three, but. the 

number of sub-classes should be more, Wages should be 
fixed according to eapabilities, education, and experience 
for the managing and technical staffs, to skill for the 
labourers, to the standard of training for the trained 
workmen, and to the stendared of physienl strength for 

the manual labourers. The standard scale adopted by 

similar’ trades with the concurrence of the labou 

should be taken into consideration when a scale ds laid 

down for each person. Special treatment for persons of 
Special qualifications should only be accorded after = 
approval of the higher authorities. Disregard of the 
above considerations in the fixing of wages will be YS a Te 
bad effect on Product and should be avoided, | te te 


{ 2) There are ‘two. different ways. of calculating we, ee eg ee 

by time and by piece. the latter. system has the | Pee St he 

‘of stimuleting production and should be Btopeed es eo ote 
< = ae iguchaeaee Bad be bicar mee bah 1 we iay dc 
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standard of inspection of ths finished goods to be pro- 
duced. At the samc time, we must guard against waste of 
raw materials, damage to implements, and impairment of 
health due to excessive work. 


(3) “When there are wide fluctuations in the market and 
difficulties arise in the adjustment of wages, we may also 
adopt the procedure of make-ups. Ths scale of such makc- 
ups should be graded, but the difference betwesn various 
grades should not be too great. 


(4) Wages should be computed on the basis of prices of 
certain daily necessities of life and issued in the com- 
bined form of currency and commditics,. As a further 
step of protecting actual wages a new rationing systen . 
should be adopted, first in the government and public 
iach Slated and then in other stills after experienge is 
ra ned, 


(5) The system of wages for farming labourers, handicrafts- 
men, and shop employses may follow the old practics, but 
it is necsssary to make calculations on the basis of 
prices of daily necessities of life. 


(6) In government and public mills periodical bonuses may 
bé issued in addition to wages. The practice of issuing 
bonuses, gifts end donations, end other rewards by firms 
and private enterprises which are beneficial to the 
élsvation of. efficiency of wrk should be maintained and 
made gene rel to all catesories. 


ti | Male, female, youne, and boy or girl workers do the 
Same work and get the sams remuneration. — 


(2) A female worker may have 2 holiday of 45 days before 
and after birth, and 15 and 36 deys in case of miscarriage 
within and beyond 5 months Teapective ly on full Pays 


(3) Uses of the sop perties of, and performance of night 
by, female workers and non-adults should be pro~ 


hibi tex vy local covernment laws, Non-edults of less 
than 14 yoars of se moet not be made to OLR WEEE tends 


to impe de their bo y deve lopmen t. ‘ =. Spe Fe ‘ 


(4) The pe riod of apprenticeship should” not cpecnad C 

years, Pupils should be given a minimum living wage, 

le Bie eens: bests pea and Licgepoel not be mel-_ 
cated. : Ae a | : oe ; 


(i) Everything sceateies “ahasla’ ee dane watecete the 
Sanitery and safety equipments wise mill | de. aly An- | 
Spected by the Ldibiewaes ae ee ee ; 


2): Medic al treat ment, al. omenoes end compasetone ye 
subsidy in the | case of injury, 8 ic kn ralaebsitty, 
mills or OY, mills. end ee unk oF ons ohn tay Wi 
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(4) The above only epplics to mill staffs. 


(5) Relicf of the jobless should be undertaken: by the a 
government. ; 


(h) LABOUR AGREEMINTS AND DISPUTES. 


(1) Labour agreements should take the form of group agree- 
ments for mutual observation. They should include labour 
terms, appointment, discharge, reward and punishment, pro- 
tection and welfare, mill regulations ¢étc, 


(2) The ways for settlannt of labour disputes should be 
discus: fon, compromisc, and arbitration. Arbitration is 
the finai stage, and if this is ineffective, appcal may be 
made to judiciel courts. 


(3) Tné local governments in the libcrated areas should 
promulgate the rules for group sereéments snd for disposal 
or labour disputes and establish organs of arbitration. 


De The duties of the labour unions in the liberated areces 
ars to develop production, boost economy, enforce dis-~ 
cipline, unify and protsct the interests of the working 
steff, bring their education to the cultural standard, 
especielly their working end business efficiency, develop 
menaging powers in govennment and pudlic enterprises, en- 
force supervisory powers in private snterprises, and mke 
technical improversnts, High labour orgenisations should 
assist the government labour Isgisleture and ensure 
legitimate enforcement. All wrking staffs should be 
entitled to become members of the union, though volunterily, 
A labour union should be an orgenisation Of ths working 
classes in letter and spirit, 92s opposed to bureaucratic 
domination, and should be a truly representative body for 
the common welfare of its members. 


A General Labour Union for whole China should be re- 
organised to carry out thc missions above specified, 
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COOPERATION BETWEEN OO tana AND PRIVATE TS INDUSTRIALISTS 
IN TIENTSIN 


Shang Pao (Commercial Journsl) , Shenghal, July 29, 1949, 


eo 


’ 


A Preliminary Review of the Operation of the Policy 
of “Paying Due Attention to Both the Interests of 
the State and the Individual” in Tientsin, 


“ 
. 


se oes 


Since ths liberation of Tientsin, the People’s 
Government and state-operated entérprises heave taken measures 
| ic¢s which are bencficieal to the 
people's livelihood to solve their production difficulties so 
that they can restore and develop their production step by 
step, The first step for the realization of the Policy of 
"Promotion of Production and Paying Dus Attention to Both the 
Interests of the State aud the Individual” has been realized 
in concrete form, 


Under the suppression of the despotism of 
the imperialists, the K..omintang reactionaries and the bureav~ 
cratic capitalists, the privately-opcerated industries in the 
Municipality of Tientsin were ruined. On tis cve of libere-~ 
tion, most factories, owing to the pagel, 5 of raw matcrials, 
the difficulties in obtaining working ceapitel end the lack of 
a market, were at a standstill. 

Arter the liberetion, thc People’s Government 
announeed the Policy of "protecting the People's Legitim=te 
fadustries", end urged these privetely-operated fsctories to 
start opereting and producing quickly, : 
in response to the request of some fectories, the Government 
began to buy their fin.-iisd products which were piling UDe 
The North Chins Tradinz Company voursht, for exemple, 
stocks of cotton yarn of three big cotton mills ~ Pet Yang, 
Hang Yuen and Ten Sen, - telephone scts from the Chun, 
Electric Equipmsnt Factory and dyestuffs from Te Feng 
Chemical Factory so that these factorics would have some 
necessary cash to pay their workeraés. ... 4. 
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procurement of decica te for various private ly~operated a 
fectories which are beneficial to the People's livelihood 
according to their necds for production. 


Supply of Rew Materials and Asai stance in Marke ting H 


For the purpose of assisting privste fectories to 
solve the problem of supply of raw materials end the finding 
of markets for their finished products, various related stete~ 
operated trade end economic institutions in Tientsin heave 
orgenized these factories, and heve given them sssistance in 
verious forms, The ticntsin Food Compeny end flour guild 
hed jointly organized, for example, s Wheet.purchesse end 
Flour Marke ting Committee in Mey, which, under the direction 
of the Government, is responsible t° decide the purchese and 
distribution of wheet, tc essist in the determination of the 
price and to settle the question cf cnbtrcl and supply of the 
preduction on the market.Because cf such orgenized efforts, 
the prcduction even at this initisel stags of some 29 flour 
arte had elready forged ehead on an crganized and plenned . 
basis, 


Later on, with assistance from the Tlentsin Trading 
Company, more ficur mills jointly organized a smaller "Con- 
sclidated Wheat Purchase Committee" which sfter being cer-~ 
tified by the Bureeu of Trade snd Commerce and through the 
help of a loan of JMP 40,000,000 from the Bank of Communicea~ 
tions, @ispatched men to the "Hsuchow sree to make @ consoli- 
dated purchase of wheat. Before this, the Ticntein Treding 
Company, together with the Supply D«psrtment cf the Bureau of 
Finance, for the purpose of solving the difficulties in ob- 
taining rew materials by private flour mills, hed established 
Some contact with seven of the comparatively big flour mills 
tc do the processing work for thom, end tc supply them with a 
large quentity of wheat so thet these mills could resume 
operations right efter the libereticn. Because of the ace 
cumulated profits from processing, the productive espacity 
rd go ais wes éleveted, The foundstion for expensicn is 
thus 1a * 


4 


As to some one thousand private weaving end dyeing 
factories, the Cotton, Cotton Yarn and Cotton Cloth Sompeny , 
in an effort to stabiliz ze the price of cotton yarn and to 
enable various cotton mills to solve their difficulties in 
obtaining raw materials in some appreciable way, sold a 
large quantity of cotton yarn, and further, made @ consolidated 
Sale and ration of cotton yarn to them in February, In 
May, the Company took a further step in orgenizing veriou: 
private weaving end dyeing factories to assist them in ‘open-" 
ing a market. With the exception of rps es Sra their st 
dardized products in the Company's Business Office to assist 

them to find a market, the Company also decided a fixed form 
of cotton cloth, known as “Red Star Cotton Cloth” which m 
be used in exchange for the Company’s cotton yearn aceoréing 
to the option of these private factories or on Bi ange 
agreements. ee oc Ae 


a Thus, in this way, the mone of Tew materiale : 
these factories is not only guerenteed, but the ompi ar 
also assisting them in solving es problem of - 
Laie dee al ‘their Ledessdoam Bats & 


Similarly, the many knitting end weaving factorics in 

Tisntsin can also use towels and socks and other products 

in exchange for cotton yarn from the Co.pany in order to 

. avoid a shortage of raw materials. 

cae In addition through assistence from the Bureeu of 

: Trade and Commeres in *ientsin end the Ticntsin Hsien : 

Government, difficulties confronting various private paper 
aire obtaining e€rass and other raw materiels were also 
SOLVE « 


As to rubber products manufactorics, the tientsin 
Trading Company imported a large quentity of raw gums from 
Hong Kong, and sold the same to them at low prices. 


For iron which is so much needed in the metallurgical 
industry and in machine tools manufecturing, the Pei Tein 
Iron and Coal Company has eontacted the Northeast and Tri-~ 
yuan for iron on their bshalf. A jart of the iron had 
already come from the Northeast. | 


The Bureau of Treads and Comitres Called u Boe tid. | 
of the representatives of matches, rubber and gums, dys- 
stuffs and electrical equipment indust:ics to discuss the 
problem of supply of raw materials and urged them to organ- 
izs themselves in order to buy raw meterials direct from 
the Ticntsin Forsisn Trade Corsip<cay or other importers in 
order to lower the cost of such purchases and to enable 
the Government to carry out the planned importstion of rew 
meterials, thus guarentceing 6 const-nt supply to private 
industries. From now on, # further step besed on good 
Planning as a result of. expericnces gained from time to time, 
will be taken to enlarge these meesurcs in order to atlain 
the objective of solving the protien of Suppdy of foreign | 
row materlels for the industries in Tientsin. : 


- 


The JMP2 000,000,000 Loan 
| In order to essist verious priveste fectorics snd mines 
in solving their difficulties in obtcining working enpitel, 
the Tientsin Branch of tho Chinese Pcople's Brnk end its 
subsidiery, the Bank of Communicetions, began extending 
industriel losns pokes the date pert of Jenusry, end by the ee 
end of June, * totel of JMP2,000,000,000 was losned out. : 
| trial loans mede by plaet: ng ‘orders for. products end : 
loan as hendled sy th Bonk of sapien detente 
Out most 


t 


placing» orders for products. 
ry obteins’' en industrisl 
“plsce o corte in amount of 
y st the ape Of the 2 
rest et e sessonsbls rete oc 
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its produc 


he 


so in the original product but converted in the same 
currency. The standsrd of conversion is to use the - 
principal. products connected with thet pserticuler industry 
concerned. At the same tim, it must consider the usc and 
expansion of the capitel of a state bank os well es profit 
to be mede by the State. | 

When factorics understend the reeson for using 
industrielloens agsinst orders for their products and | 
perity loans for promoting production there will not be any 
losses on cither side even when the price of the products 
increase. Tne genersl impression is then thet sueh mecsures 
a truly good, end this is the real wey - aniaea produce 
tion." 


Fectories to which Lacie egrinst binciine orders for 
their products and parity Yoans "re sxtended sre theve which 
ere closely connected with the people*s nylons) such ar 
textile and chemical industries, flour snd peper mm king, 
iron and oil refining snd shipping. For thc purpose of 
avoiding losses to ths borrower arising from increeses in . 
price as woll. ss of svoiding the suiden increase in the 
note circulation through the extension of thcss loens which is 
bound to produce an sdverse effect upon the fluctwation of 
prices, some new. meesures heve been scoptcs uncer which the 
placing of order for products enc thc ¢xténsion snd yorsyeyee 
of losns can ell be done by instrlliments. 


These moesures ere cérteinly bencficicl to the 
merkst, as well 38 to the borrowcr, At t8.: ous tans, 
at pXouwdt, ore ter efforts care used to essist the development 
of the paper making industry by giving the incustry long-term 
A881  stenne. 


‘Some Teng Re sults acustrie) end Perity Louss 


Prom April to Muy is, industrial losns cas ina’ the 
placing of orders for products. and parity loans tetalled in 
the neighbourhood of JMP600 2000 ,000. Tidis be-r6 cloqucnt 
testimony to the fect that both kin’s of loens ere very much 
welcomed by many factories, Facts heave shown us thet loens 
in the form of the placement of orders for proiucts en? perity 
loans cen gusrantes thet these loens will be use* in produste 
ive channels, thus reducing the possibility of squendering 
such loans end also having the effect of vigoroushy activeting | 
privete capital. When factorics sre in reecipt of these loans, 
they quickly buy in raw SATE ANE or ae teat ome mene: bes adage 
to promote produc ORs oe & 


‘There ere many such exenpisns. with. hese loans 

the Pel Hei Paper Mill bought rew materinls sufficient for 
five mnths, the Chang Kieng Peper Mill re peired an Importent 
pgece of equipment which was domagecd, sani tho Sen Kiang otls 
and Fags Refinery sterted to operete at pn cerlior Cote. ee 
Pei Ya. eorigt ‘Company bought en 1¢ ve supply of rew 
Materials, and Ae See output wes: baa: Tom 41 

46 boxes. : : pte OPE Re 


ere not ebieek: Rs price 1 fle | Aehte 1s, Tee a 
continue its power ‘phasip 3 8: aii ; 3 pees a. , for 

end it ean come to the assistenco cf those factorie 
are really Bore of Bs done ais enc “Felenec ¢ thom rom. | 


5. 


The Yco Hwa Gloss Fectory, for exemple, was not able to 
find a market for its products shortly after its re sumption 
of operations in April, end consequently wes in need of 
working capitel, But efter obtaining © lorn through the 
plecing of orders for its procucts, it was free from diffie 
culties, A large quantity of products was sold sn? with 
this money it bought rew materisls. Its production wes 
improving fast, and its monthly output wes increased from 
20,000 to 50, 060 boxes. | 


As the same time, on the founcetion of "Promotion 
of Production" end with the extension of loans, the rele- 
tionship between cepitel and lsbour is also greatly improved, 
Owing to its poor merkct, Chu T S:1t Refinery was uneble~ 
to pay e®@ileary and wages to its steff en workers, and this 
fect had a great sffect upon the promotion of production 
end the protection of the livelihoo: of the workers. The 
Tie, Hwe Metches Cumpany also ha? no fun® to pey its staff 
end workers, and insteed, it paid its lebourers with matches 
which were then sold by them 2t lowcr priccs on the od data 
Such dealings were detrimentel to both the frctory 2 
workers, Sut sueun a situation was brought to an Pe Sate 
e loen was grantec to the fectory. 


Beginning from June, the Benk of Communicetions has 
besn experimenting with snother kine of lorn - by plecing | 
an order for finished products and *lso by. lorning out other 
goods (not cesh), Two pr ivete veaving enc dyeing factories - 
Hwe Hsin anc Chung Hsin ~ «cre the recipients cf this loan, 
The Hws Hsin Weaving an? Dy eéing Fectory wes given * loren of 
10 beles of 20's cctton ysrn which wos gonvertec intc 22,000 
pieces of flour begs in turn. ‘With this loan, the said 
factory sould Step up the normel producticn efter * period 
of suspension. From July on, the Benk is continuing to 
extenc lorns of this kin. 


Besides, for the purpos¢ of essisting handgeraft and 
selt industries, the Cooperative Depertment of the Tiontsin 
Branch of the Chinese Pecsis's Benk hes been extending pority 
loens, By the end of June, losns for hendicreft industries 
amounted to JMP 140,000 ,000, the beneficirrics being some 
hundred fctories belonging to some ten industrics eng*gec 
in the menufscturing of textiles, flocr converings, sewing, 
export trade, certhemwerc, iron, leather seni chemies] pro- 
Qucts. When these loens were grente:, steps were 4lso teken 
to organize these por Towers, into schisms basse enc mepke ting co~ 
operatives. 


Salt. losns amounting in the ne hbourhood ae 
JMP 100, 100,000 helped to relerse the difficulties in obtein- 
ing production capitel for the ee of abd shoe oie “ee ‘Teng 
grate Tc Kay lesa iy co Te Ohing | Ho. Se 
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other export problems. # The Compeny is also inten‘ing to. 
esteabl9gh = link ®n1 co-opsr* tion with other privete 
deslere in order to orgsnize 211 efforts, stete eg well ss 
private, in taking unificc steps for the improved develope 
ment foreign tradc. esta | ec get 

) During recent months, the People’s Government 
anc Foreign Trade Company heve taken v erious measures to 
give more encouragément and poatetenhe to privete factories 
engeged in export trede. The People's Government in 
North Chins hes elreecy recuces the cxport duty for corl 
from the Keilen Coal Mining Acministretion, ond further is 
exempting its coel from import cuty onc other produc tion 
and consumption texes, and permitting the payment of taxes 
in kind for the time being. In the cerly part of Mey, 4 
loen amounting to JMP 600,000,000 was grente’i to the Admin- 
istretien. Later on, the head office of the North China 
Treding Compsny arrengec en exchange of 60,000 bags of flour 
and 12,000,000 cetties of sceds for its cosh in order to 
ensble the Administretion to pry wages in srrears to the 
workers, Thus the Administretion wes free’ from ¢ifficulties | 
in its operation, 


Tne Ticgntsin Brench of the- Benzk of Chine dcee 
tw Sk tKKSe CXgOTt loans in April. Tris is another great 
to privete export products manufactcrics. Tucss Caport lo 
include secured loans for e fixed period, packing loans ané. 
export loans on documentery bills. (As to the stet 
operated export enc import departments, a system of current 
ccpositea, with overcreft errangements is being esteblished). 


it) 
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In addition, the interest rate for loans was lowered, and the 
period for loens was prolong s¢. By the en¢ of Jus, «= total 
of JMP o%u,00v,000 Wes losncd out to privete factories from 
which tte Baa "nequires meny export commocities, such as 
bristles, flour coverings, egg products, camels wool, horse 
teils ant b het braid. | : PRO ER Sg ag ao 


im Tne 6xtension of export loans. tends ‘to provite 
the exporters - ith working cepitel en’ to enco 
trate. In the cerly part of May, fur vannpl 
unfavestablse consitions for 6x,-Oorts, s | 
hac. to depend on on export loans to cerry 


rele Lan of i ian SEAL: both the Pcople's Goveruaeat aac 

‘ths Stcte enterprises are considering an agreerent with 

the capitelists to buy over their rew materials and finishes 

procucts. The Militery Coutrel Commission of the Muii- 

Gipoldty of Ticntsin slew cedleu « wvetin, of tue ste te 

adu privately operutec toatile industrial establishments 

et the end of April to have a prelicinary exchconee of common 

ry aps on production technique and management. Both 
MS MOBSe6Ts and oo inccrs reclised the importance of es- 

eonlieh bee a link between the state end private factories. 

For this reasou, thoy clso ceresd thet both stete and pri- 

vate factories mist take concerted actions regerding managee 

ment, production and wege policies, 


As for improvements in the plantetion of cotton, 
the use of improved cotton seeds, the purchese snd grading 
of cotton, the manufacturing of textile machinery end the 
treining of technicisns all require unity between the stete 
and private fectories under one unified plen for direction 
and deyelopment. 

In the eerly pért of Mey, the Chine Textile 
Industries Corporstion in Tientsin and two other private 
cotton mills, Pel Yang, Heng Yusn - drew up ean sgreement on 
a unified method for distributing wages, thus tasking the 
first atep towerd cooperstion for development between stste 
end privetely operrted cotton mills. 


There sare othcr instances of this kind. The 

Chine fextile Industries Corporation sold waste cotton 
directly to other privete paper making mills. One State~ 
opereted Tientsin papcr snd Peper Pulp Fectory supplied » 
pert of the row metericls and entrusted eanother, KRweng Hws 
Peper Mill, to meke paper pulp. All these instenees show 
ai both stete and privcte fectorics sre prying » grert 

esl of attention to cooperstion in the Sevedopmens of 
ceaauctkon. 


_ Because of the trus epplicstion of the polig of 
"Paying Due Attention to Both the Interests of the Strte 
end the Individuel” by the Government which hes solved mmy 
production difficulties for meny private fectorics, many 
capitalists now know ebout the future of privetely-opersted 
industries, After hesering « speech from Mr. Liu GSheo-chi 
(who wes inspecting the fcctory) to the effect thet "such 
young oopitel ism in Chine requires more time for greeter 
development," Soong Fei-ching, msnegcr of the Eastern Asie 
Development Compeny, wns greetly encouraged, snd said that. 
"My idee to develop my enterprises hes been © dreem for meny 
yeers but it is only now under the direction of the Chinese. 
Cosma SNe: Perty thet my dreem mey be realise’. ms 


es then worked out 6 plan for the sree of 
production end hes teken vigorous steps in this direction. ey 
He went tg Hongkong in May to ay more phn nyaghe tal pa re A 
ow of land scett red in v9] ri lous Breen ‘i: 2 | 
purpose of essai sting his factory to constr ote : 
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ore ena Has deposited the sum with the Benk of 

Tlentsin in preperetion for investment in. 
orocusaiee chennols. The Company has deci¢ed to buy: fine 
spindles from ebroed, snd to osteblish the second feaqtory in 
in Sham@hel «es wc! aS the equipment arrives, 

However, there are other private fectories which 
still entert-in en ides of pure reliance on government 
eassistence, and do not work vigorously for production snd 
their deve lopment en’? exp*nsion through their own efforts. 
Further, there are other privete fectories which still re-. 
tein the mentelity of speculetion which wes built up curing 
the period of Kuominteng rule, end use government loans in © 
2 improper wey, They have not weckened up to reslize 

het under the direction and assistence of the People's 
pahibes 203 all industries which -re bencficisl1 to the 
people*s Livelihood will heve ° grest future for Jjevclop- 
ment. But if they still indulges in illegsl business, 
they sre certein to be ottseked. 


Present Difficulties Not Unconquerrble 


Of course, privete incustries, hoving suffered 
so mch, cannot wholly recover ins csy. At present, 


there ore difficulties in the wey of production, such a 
insuffieicnt supply of clectric power, equipment snd Bie 
mterials, Relations existing between the urben “nc rurel 
ereans have not becn restorec tc normalcy. . For yerrs, the 
urb<n and rural areas have been soperseted from csch othcr; 
they heve not yet formed > new system of orgenization. 


For this resscon, the interflow of materisls between the 
urben and rurel aress cennot meke up the time, 2nd con~ 
sequently, this fector hes quite on sdvéerse effect upon 
the supply of raw meterisls enc the opening of merkets for 
finished products, | 
Ou the Government side there ‘ts e leck 
cicnt experience to know how best to strengthen thcir 
lirection sn’ how to give more adequete assistcncee to 
priv< te » St an e*rly stege of the libers- 
tion, the Peoplefs Government 71d not realize the serious- 
ness of Jestruction to indiustrics by Bencit Ciuliane a. 
shek es well 2a other difficulties confronting other 
fectories in effeoting the restoration of their operr 
Beeause of inadequete understanding of the situct: on, ‘the: 
extension of loens aid not come quick enough, end loens 
were not liquid enough. Then come. the bedi teet of loens 
pe overa 11 planning regercing. the uu: deb eb lopment 
which \ were “not Pk or aad 


. 


‘tly, cooperrtion between the stete and privet 
fos is not yet close enough. The profits from 
rocessing whe*t flour by. mills on behalf of others | 
wes cousiderec too low by some mills. This is a problem 
which pequires further study. Sometimes the quotetion 
or foreign exchenge is *lso not reslistic enough. | 
ensures governing the consolidated purchase and sale o 
rocuets in some ¢2ses ere not ective cnough. Organiza~- 
tionel efforts emong the exporters anc importers sre not 
sufficient. It sppesrs that some trade derlers, oftreaid — 
to sustein « loss, src not coursgeous snough to receive 
consignments. — wee | ae 


However, #11 the sbove problems will greduslly be 
solved under the true iirection of the People's Government 
and through the tuel.cooperstion snd united efforts of 
both stete and priveately~opersted industries. 
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Ro ference: hanghaits des teh to the Yommereial 
6lations @nd Bxports Department, 0.T.'B' 
ive 227 of August 2Sth 1949, copied to 
ankine No, 145; Foreign Office No, 47; 

encial SVounsellor, Tokyo, No. 61; 
Trcasury No, 19: Valve Trade Commissioner 
icng Kong No. 38. 


Transmits’: An addendum to the memorandum by 


Mr. ©.T, Breekspear dated August 80th,1949. 


Subjects denécum to Shengheits Industriel Position 
in April, Mey, June end July. 


SHANGHAI'S INDUSTRIAL POSITIONS: 
iLpril, May, June anc July 


“Jn the report on Shanghsi's incustrial position for the 
months April-duly, it was pointed out thet the improvement 
noted in June had not becn continued in July, et eny- rete as 
fer as the very important textile industry was coneerned, 


"9x8, ew ; - 


2» Further deteiled information confirms this statement, 
but althouch there wes no improvement in the position of the 
cotton mills other fairly large industries increased their 
operetions, ant the many miscellansous small enterprises, 
which hed been steadily decreasing activity during the previous 
thres months, were considcrably more active in July then they — 
hac been in either May or dune. eve 


Se The follcwing figures showing the consumption of electric 
power juring the four months under review by thirteen groups of 
incdustrics clessificd as large users, the proportion of this 
power tekon by textile incustry alone, and the totsl power cone 
sumed by miscellancous in“‘ustrics which are grouped together és 
small users, gives 1 clearer idea of the industrial activity in 
ths City during the four months. 


Totel 
Largs Iniustry Textile Iudustry Small Power 
Bulk Supply : ns nédustries 


27,721,597 k.weh. 19,712,288 koweh. 71% 4,512,597 k.weh. 
May 15,895,674 k.weh, 18,277,509 k,weh. 77% 1,926,144 kowehe 
June 16,472,498 k.w.h. 12,615,129 k eWehe 76% 1,768,674 kWh. 


July 15,162,090 k.w.h. 9,714,987 keweh. 64% 2,497,167 Keweh 


RS lowering of the operetione] level in the textile indus 
i a . ¢ sttributed to a varisty cf ceuscs, the principal ef 
c i 


wh the lack cf raw materiel, . Vigcrous efforts are be 
made by the verious prcovineiel Stste¢ trading companies to supp 
the dcficiency of rew cotton by the purchese cf comestic crops 
one wholesale scalc, but these cfforts hac certrinly not met 
the need. Hi the enc of July end preliminery figures for August 
suggest no improvem:nt for thet month. The sctivity of the | 
textile nflis es * whole @eclined egein in August compared with 
hs previous month wheres .« number of the cther important. . 
industries, notebly flour milling Anerease?: their ‘output. 


« é > : ¥ 
3 rie a “ 4 . < : . - . a . ns % : : ‘ : . 


5, Powor use“ by the flour mills turing the spril-July 


: ~ 895,767 Kew,h. 
862, 768 kow.h, 
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reportec gcot harvests in North and South Kiergse and gala 
hat mill represent-tives hac been sent tc these profuc in 

aroas tc purchese tho new crcps. Most of the output of t 
milis is for expert to Northern ports, local demand repre- | 
senting only a smell percentage of the total flour ava lable. 


6. Although one month mey form en inacequate guide, 
the markec increase in the activity of the miscellaneous 
groups of small enterprises in July, es shayn by the electric 

wer consume, may perhaps be regerded as symptomatia of 
the industrial tren@? in Shenghei under austerity conditions. 
At any réte thers appears to be a preference towards develop- 

. small plants engaged in producing or processing essentiel 
commodities at a comparatively low price level which may find 
a sale on the domestic market. Some of the lerger industries 
are Mopting this policy but the change over is probably | 
affected mre quickly and easily in small undertekings 
overheads are relatively small. 


O.T. Bresakspear, 
Consul (Commerciel). 


British Coneulete-Generel, 
, Shanzued, 


14th September, 1949. 
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reported gcot harvests in Ncorth and South Kimese and 
thet mill represent*tives had been sent tc these prod 
aroas tc purchese tho new ercps. Mest of the ou 

milis is for export to Northern ports, local deme | 
senting only a small pereentage of the totel flour aval: 


| 6. Although one month msy form en inacequete 

the marked inereass in the activity of the miscelleni 
groups of small enterprises in July, as shan by 5 
power consume<, may perhaps be regerded as symptomatic or 
the industrial trend in Shenghei under austerity condit 
At any rate thers appears to be a preference towarda 

ing smell plants engaged in producing or processin t-) 
commodities at a comparatively low price level which mey 
e sale on the domestic market. Some of the lerger industries 
are adopting this policy but the ohange over is probably 
affeoted mre quickly and easily in small undertekings 
overheads are relatively small. 


O.T. Breaksjpeear, 
Consul (Ocimatoi- Ss 


British Consulste-Generel, 
Shongkulds - 


14th September, 1949. 
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MINISTRY OF LABOUR AND 
NATIONAL SERVICE 
Overseas Department 
Norfolk House, 7 
St. James's Square, 
London, S.W.1, 


? 


WITH THE COMPLIMENTS oF 
B J. TOMLINSON, 
OVERSEAS DEPARTMENT 
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for donest eretel water ant fruit duloe (91. 695) 
renting apperatus (71.4%) ,leathar (68.0%), matches 
(66, eg). 
(77.796). The aerated water ani freit gaiee intustry wuld nereelly be 
te be busy during this period when the 
the other anf of the 


state of affaize, Thus in eottm cpiming (965), in which theve ave 
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RINTED LETTER DESPATCH.| 


From Minister (Commercial) 
Shanghai, 29th August, 1949. 


‘ 


Addressed to: Nanking, No.1h2 (187/6/1 | 4.9) 


Copied tes § - Goveign Office, Nos5. (18 j FS) (2 copies) > 


Fs 


OsRebeDe, O.T. "3p" No. 226 : | 
Hongkong, Ookenia] Secretariat, 


Hongkong, U»K.T.C. No.37_ ; e 
Singapore, High Commissioner (& 3. copies 
Tokyo, No.9 187/ 6/1 49) 1 copy for years 
Cirgular to Consuls, No.30 (187/6/10/49); 
: Mukden 

Peipin 

Naasas 

Tientsin 

Tsingtao 
Delhi. 
Colombo. 


British Chamber of Commerce (Enc. only). 


Reference: nister (Commercial) telegram fron 
oO Nanking No.52 Saving of 26th Aug 
repeated to Foreign Off 


Transmits: o ovisional Measures Governing Me iation 
in Labour Disputes in Private Operated ss 
terprises: 


) Provisional Measures Govern 
Disputes regarding Resumpii: 
ad Re~employment: : 


ROVIS TONAL MEASURES GOVERNING SETTLEMENT OF DISPUTES 


RESUMPTION OF BUSINESS AND 


Article.1. ‘These measures are enacted for the settlement of 

abour disputes arising from resumption of business and re- 
employment so as to enhance recovery and development of 
production. 


Article 2. All factories and stores that have resumed 
business and are in operation should observe the principle 

of "mutual benefit to both labour and management and promotion 
of production", and with a spirit of overcoming difficulties 
jointly, attempt to better labour-capital relations, while 
taking into consideration the actual conditions at the 
factories and to heighten labour discipline. 


Article 5. Those who have not yet resumed business or those 
who have partially resumed business, shall not unduly defer 
resumption of business on. the part of the management, when 
the condition of production shows no serious difficulties. | 
Those who are unable to resume business and those who wish 
to liquidate their business or to change their trade due to 
actual insurmountable difficulties, shall apply to the 
competent authorities of the City Government for approval. 


Article lu. Those factories and stores which were totally, 
temporarily or partially suspended Within four months before 
the liberation of Shanghai, with part or whole of the 
employees dissolved, but have resumed business following 

the liberation, should re-employ the cmployees and workers 
dissolved during the above. period. The management should 
&ttempt to aotity those eunioyess that. have not come- to 

the establishments to apply for resumption of service, and 
the employees should report to the establishments within 

ten days after receiving the notice or publication of the 
announcement, and attend work at the prescribed time. 
Otherwise, the management has the right to engage new 
employees, For those establishments. that have been able to 
resume only part of their business since the ‘liberation, 

the management, basing ee de pogo ramen ts of the depart- 
ments that have ‘resumed Work, iotify the discharged employees 
those employees. at 

the management should re-¢ ete 

gradually recovers, wun Barer 

employees should be en 


ho fell “under © 
request for 


LIE Sp err’ 


og ea SU me 
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2) Employees who have left the factory for more than 
two months on account of. the war before the liberation of 
this city shall not request for egrbitege 9 ient. They ma 
however, register themselves with the Labour Union of +t e 
factory, and will be Nase ti ae coy the ooh. 
taking in new employees. 3 


3) Employees who were dismissed before the liberation 
with proper process, or who left the factory after receiving 
severance pay, Shall not request for re-employment. They 
may, however, register themselves with the Labour Union of 
the factory, and when the factory is taking in new employees, 
they m&y be selected for employment by the management 
according to their skill and the time of their leaving the 
factory (th hose who left the factory earlier will have to 
wait for a later opportunity and those who left later will 
be given earlier chances. If two or more of them left the 


factory at the same time, the selection will be made by lot 
drawing, ) 


l) Employees who have left the factory and have found 


employment elsewhere shall not request for nda Ans dest in 
the original factory. 


Article 6. All -the above jobless staff and workers may 
make the registration with the Un-employed Workers Working 
Committee of the local General Labour Union or the bmployees 
and Workers Unions of the various local factories. They 
must not group together to force an entry and occupy the 
factory, or demand re-employment by force, or obstruct 
productions 
Article 7. If questions on measures governing discharge and 
reinstatement crop up, casual workers, workers under contract 
for specific periods and these on quarterly basis shall be 
dealt with pro tem according to stipulations drawn up by 
both parties at the time of enlistment. In case of disputes 
over the original stipulations, either party may apply to 

the Labour Bureau for mediation. 


Artic) e 8. The managements have the sight to enlist and 
scharge workers to meet their working and producing 3 
quirements. They shall not discharge workers out of s 
or om the ground that the latter have _ joined the union or 
have taken up political activities. The management shall 
discharge a worker who is under * ecw Ae "eer a oe 
to the epee sp Those ) Nitheut henour Ay ; 


| ee The pees for  epinnigé d amending 

measures are reserved by the SMCC during the militar 
period, and by the Shanghai People's i age afte 
termination | of the et eee x period. — 
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PRIVATE OPERATED ENTERPRISES 


Promulgated by the Shanghai Military Control 
ommission on August 19th, 199. 


For reasonable mediation and settlement of 

| putes 80 as to be beneficial to both labour 

and capital and to develop production, these measures 
are enacted. 


The Labour Bureau is the organ in this city 
4 diation and arbitration of labour disputes. 
Whenever any labour dispute arises which cannot be 
settled by direct negotiation, either party may apply 


to the Labour Bureau for mediation or arbitration. 


$. For mediation or settlement of labour disputes, 
OWing procedure shall be followed: 


) Whenever any usual disputes arises between the 
management and labour in trade or factory, reasonable 
settlement must first be Sought through direct negotiation 
between the two parties. . That is, the Labour Union shall, 
on behalf of ite member workers or steff (hereinafter 
called the employees), negotiate directly with the 
capitalists, or the lawful organization of the capitalists, 
for a settlement. : ee 

2) When direct negotiation between labour and. 
capital fails, either of the parties may apply to the 
labour Bureau for mediation; and if no agreement is 
reached by mediation, the dispute may be arbitrated 


according to law, | 


vet ¥ 
a a? 
hand 


fe tf 
we 2) cyt 
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of the employees to negotiate with the capitalists or the 
lawful organization of: the capitalists. The agreement 
reached shall be observed by both the capital and the 
labous. When no agreement can be reached by negotiation, 
either party may apply to the Labour Bureau for mediation 
or arbitrations | ee | ae 


Article 5. The process of direct negotiation in labour 
disputes shall lee bape, tte between the management and — 
labour with reference to the nature and scope of the 
disputes. If the dispute is 4 Qsual dispute within a 
factory, the factory shall be taken as a unit and 
negotiation my be held between delegates of the manage- 
nent and of the labour. If the scope of the dispute 
covers one industry or one trade, the industry or trade 
shall be taken as & unit, and an equal number of 

delegates shall be elected respectively from the lawful’ . 
organization of the capitalists and the lawful organ- 
ization of the labour to negotiate for a settlement. 

The number of delegates from each side shall not be 

less than three but not more than ten. The agreement 
reached by careful negotiation between labour and 

capital ahall be filed with the Labour Bureau for record. 
No agreement reached by coercion of one side on the other - 
shall be recognized as valid. ) 


Article 6. -The procedure of mediating of settling 


Labour disputes by the Labour Bureau is as follows: 

1) When management and labour are applying to the 
Labour Bureau for mediation of disputes, written  — 
applications shall be filed by both parties, specifying 
the kind of trade, the name and address of the factory, 
the number of persons involved in the dispute, the main 
points at issue, the details of the negotiation held, 
and the nemes and addresses of the delegates. | 
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of a disputé is still pending, both labour.and capital 
shall maintain the original ¢qndition of production. 
The management shall not sudpénd operation, withhdld Ae 
capital, stop the supply of meals, or reduce thé treatment 
of the employee in any mannéri The employees shall not 
stage any strike or resort t6 any other action that tends 
to hinder production or bre&éth labour discipline. When 
an award of Labour Bureau h&& been given, however, the 
award shall be observed by both parties even if one of 
the parties appealed the ease to the Judicial Cénnt and 

a decision of the court is pending. 


Article 7. The Labour Dispute Arbitration Commission of 
ée Labour Bureau shall be: presided over by the Director, 


Deputy Lirector of the Labour Bureau, or a delegate 
epposnnes By either of them. And one delegate each 
shall be invited by the Labour Bureau from the Commerce 
arid Industry Bureau of the City Government, the City 
Géneral Labour Union and from any lawfully constituted 
local industrial or commercial organization to serve as 
members of the commission. The detailed rules governing 
the organization of the Arbitration Commission shall be 
separately prescribed by thé Labour Bureau. 


Article 8. If the management finds it necessary to change 
its trade or to curtail production owing to serious 
difficulties in production, a petition shall be submitted 
to the Industrial and Commercial Bureau for approval. 
After approval, the management shall have the right to — 
discharge workers in a proper manner. The Labour Union 
shall have the right to put up proposals, if necessary, 
in cases where any unreasonable discharge of workers on 
the part of the management has occurred If such 
proposals are not acceptable to the management, the 

case may be referred to the Labour Bureau for settlement 
by means of mediation or arbitration. 


rere These measures shall be effective as from the 
ate Of promulgation. — 2UR | 


Article 10. The right to interpret or to amend these 
measures is vested in the Military Control Commission | 
during the military control period, and when the military 
control period is ended, the right shall be vested in 
the Grey GOVeRENEnS. © 
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THE DEMOCRATIZATION OF FACTORY 
MANAGEMENT 


y Lu Hao 


Shang Peo ( Comme rcial Joournel), eis t- June 22nd, 
, | ) : a 949, 


wih, 


(The article has becn written after observations et the 
recent confcrenes of North China workers when the question 
of factory management improvement was discussed), 


The democratization of factory management was one of 
the resolutions adopted st the 6th National Labour Congress. 

At the reeent conference of workers of North China, the matter 
was given mueh diseussion. - For a satisfactory anlnetan of 
this probiem is th best guarentee for increased produrgian 
of both State am proviate industrial enterprisos, 

It is agreed that the efforts-at inerdased production 
Should as far as possible be identificd with efforte to Improve 
the eamenitics provided for the workmen in industries, Many 
practical cascs were clted whercin negleet of this truth hes 
led efforts at production inerease, sound as they seemed, to 
fell short of sueccss. The wrkers must be mde to realize 
that their own living conéttions are closely indentificd with 
the fortune of the plants in whieh they labour, and when they 
understand this fact, they will be sure to exert their fullest 
efforts for production increase measures which will bring 
benefit to all. ; 

Meny preetical instances have also shown that production 
plang ean only be fully carricd out without © hitoh after they 
have been extensively disoussed with the masses of the workmen 
engaged in the Job, Leaving the workers in ignorance somstim 
leadge to wested efforts over ground already previously covered, 
By letting the wrkers into the plang for inersaeing production, — 
they 4re given @ sense of responsibility, and the most unexpected 
regults are of ten reported in volunteer special services when 
workers think thet perhaps & part of the production plang 
cannot be completed in time and realize that they ere os mush 
responsible as the mnagement. — 
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ments 


over the operations of workers, or sallow them to | 
manifest thelr own self conselousness in performing 
their work without the presence of superintendents. 
Sq far, fow ménagements heve ge to the extent of | 
wasting the workers implicitly and workers: are still 
pt under constant vigilenee, But in a few exception-~ 
@l instances where the ol¢ distrust has been discarded 
wonterful results have been reported, as wrkers 
spontencously undertook the supervision of one another, 
end in these cases there has been no instance of evasion 
of mity or pilferage of equipment or supplies. : 


When the situation obtains in which the workmen 
tmgly look upon the factories as their own homes, their 
strmeth will be fully menifested, anc there will be no 
further use for bureaucratic practédces. 
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Biftorial from the Jon Min_ Jih Pso of June 23rd, 1949. 


La in Successful Founiations of Industrial 
Reconstruction in Nertn ¢ ne cat 


The First Representative Conference of North 
Chins Employses has gained a ercat deal from the 
North China Political Burean of the Chinese Commnist 
Party and the correct guidance of the All-Chinea Trade 
Union end the Nurth China People’s Government. 

imong the problems that were solved during the 
eonferenes were three importent cnes: the third 
Geeision dealt with drefting collective contracts 
in the state-owned and public enterprises of North 
China; this will put the relationship between 
factory administration md the lebour unions on a 
firm besis., In ths past es st the present, particuler- 
ly in the factorics of the newly liberated areas, — 
‘the lack of expcricneed aiministrators enc the mis- 
interpretation of the “liberation” by the workers | 
heve prevented th: two parties from cateblishing proper 
relations, so that there have not been eny definite or 
reasonable reguletions governing the responsibility 
for procuction, fectery working hours, wages, lebour, 
insurance end welfare, and this hes led to ‘high soste, 
low production ané inferior quelity goods. For this 
reeson, end to lay down the lsbour policy of the New 
Demoorecy in the state-owned and public enterprises, 
ent to ostablish proper reletions between the publle 
en’ private individuals, (thus raising the sonsolent- 
fousness of the labourers, improving production and 
the quality of the goods, and lowering costé), 2 
definite set of reculetions must be Crawn up 
respect of the interests end obligations between 
Factory Managements end the workers, and a written 
eontract for 6 definite period of t ~ oollestive 
con 


trect - must be aereed after discussion by a fixed 
number of representatives from both sites, Response 
Sbilities, factory reguletions,. wages, working hours, 
lebour insurance end Lebour welfare will thus be 


definitely regulated im all productive enterprises. 


woo 


After negotiating for many days, the representate 
ives of the Peiping Native Medicines trace and employces 
finally reached an undéerstencing regarding s Lebour- 
capitel colléctive agrcement, which-wes signed in the 
reception hall of the Peiping Chamber of Commereée on 
S0th July, at 10 a.m, Altogether 86 representetives 
of the employces end employers of thet trade perticipated, 
as well as représcntatives of the £11-China Federation 
of Labour, Pelping General L-ebour Union, Counefl of . 
workers of the Labour Union, City Counsellors, Labour 
Bureau of Industry & Cowmercs, end various lebour 
unions enc trede associestions. Ma Kweng Tou, Viee 
Director of the Labour Bureau presided and efter 
explaining the purpose of ths meting, the represent~ 
atives of both pertiss affixed thelr signeture on the 
ecreemont one Sfter sncther, | | 


Shih Huai Pi of the Lebour Bureau reported the progress 
of negotiations of collective agreements ent represte 
enting the covernment anniounced that this collective 
agreement had been duly approved by the government. 
Liu Tzu Chiu, head of the cultural ant éduceational 
department of the 411-Chine Federstion of Labour, meade 
a speech pointing cut that collective agreements sre 
a néw method of settling disputes between labour and 
capital, This agreement is the first motel eolleetive 
.eereement in the whole of the libcrated eka” nNbrag~ 
ing the most eomplete procedure and having tha most 
comprehensive ecntents. No doubt it will serve et ‘the 
head and the similar form shell be used by the various 
othsr trades in the whole of the liberated sresg for 
the settlement of disputes between labout end -eapitel 
in private-operated enterprises. Chang Chun 
representstive of the Gneral Labour Union, 

end the representatives of the cm pina ~ 

of the native mdicines trade onc aft 

speeches, praising ths signing of the « 

ment @nd the government's ap rovel ° atte 

was taken of the @ thering, the mestl 

12 noon, Se ma | 
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I cannot trace that. they hatin See 
The order given would appear also to co-incide | 
fairly closely with our: own estimate of th : 
strength of the various: threats. ‘ 
tg ed 
(c) Important confirmation of our.) 
that no immediate threat is in 
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ape pes ingen} 
LY ated eee 
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Hong Kong, or” hel i aa -@8 a push 
over when the moment, which is not yet, is 
ripe, would seem found in the fact that while 
the Colony of Malaya is stressed, Hong Kong 
is not even mentioned, And yet of course 
Hong Kong would probably be an easier task and 
certainly a more popular cry. The Chinese 
communists are remarkable in their opdered 
planning and in their ability to re 
from cashing in on the rewards of a 
chauvinist cry,in this caseo’ patioll, » 
an owe. Ce. b- Ke KMT) 
(4) The political model for the organisation of these 
movements follows the orthodox Russian Blueprint laid 
down by Stalin personally more than twenty years ago 
and imposed by the Gommunist Leaders in China (and even 
included in the Chinese communist flag). The nucleus oi 
the movement is the working class led by the Communist 
Party. This applies even where the proletariat are Ge we 
weak. This leads to the necessity for allies, the 
closest of which will be the peasantry. | Since however 
these are colonial movements it will “also be possible to. 
find unreliable but nevertheless temporarily useful 
allies in the PetiteBourgeoisie and also even in 
National Bourgeoisie. (his latter point represents 
Stalin's theoretical position versus Trotsky in the 
mid-twenties). 


(5) Promising though the prospects are and. weak shoug 
the enemy is victory is only possible with the help o 
the, working class of the whole world, including that 

the“ imperialist countries, but ttagthe phe foy a By Sa 


( Personally I do not attribute si 


that the Soviet Union is not - frequent itione: 
in this speech and, as far as . can gee, Stalin not a 


ay, That was made up for “in: overbounding measure",(\ 
elsewhere in the conference aS ic 


(6) The Conference as a 

) Wa did li ttle more than applaud, | 
agree to tm guidance laid down “elsewhere and eon 
Liu’ s speech ee ge es 
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I have discussed this briefly with Mr. Murray. 
+ will certainly make a useful paper for communicatio 
‘to the Brussels Powers (ena will thus also go to 
other members of the Commonwealth, unless objection 
is seen in any given instance), | 


wa “ e ry 7) 


It seems to me that a very useful and educative 
Intel can also be made out of this, 


pe 


< ? Site Ratt te oo | : 
I have taken a copy. of e . Burgess’ s excelient | 
‘minute, which will give us a basis to ‘work on. 


think that, in particular, we want to stress paragraph 
and alse ths last sentence of paragraph 3(c). 


We must also stress the increasingly’ 
role of the W.F.T,U, Someone recently remarked that in 
the forthcoming Commmist operation on Francé the ° 
Partisans, of Peace would be the chloroform bottle, and 
the W.F.T.U. the knife. While s is, of course, 
an exaggeration, it is important that people should no’ 
imagine that things are done through the Cominform whi 
are in fact entrusted to the W.F.T.U. We can also mak 
Brimmell's points. And the point made by Mr. Hibbert 
his minute, Besides this, there are one or two other 

dred subjects to be brought in. : 


The paper ean circulate without waiting for act; 
in the sense described above, 
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‘SOME NOTES ON LIU SHAO-CHI'S INAUGURAL ADDRESS TO .« . 
THE ASIAN LABOUR 


The address with which Liu Shao-Chi, Vice President of the World 


: 


Federation of Trade Unions and Honorary President of the All China 


. 


Federation of Labour, opened the trade union conference of Asian and 
Australasian countries in Peking on 16th November, 1949 is of considerable 


interest as an indication of present Communist policy in South-East Asia, 


‘ 4 


and in providing certain clues on which an estimate of future policy may 


ek 
reasonably be based, 


As the Conference did little more than applaud, develop and agree 


to guidance laid down in Liu's speech and elsewhere, a short analysis of 


the speech may provide a useful starting-point for consideration of the 
Kremlin's Far Eastern policy, 

Perhaps the most noteworthy aspect of Liu'’s speech is his insistence 
that the “liberation” of most of the colonial cowmtries can only be achieved 
by. armed risings, and that “liberation armies", led by the Communist Party, 
must be organized whenever and wherever possible to this end, It is 
necessary, he said, to set up “strong~points for the operations of these 


» 


armies, and to co-ordinate the mass-struggles in the enemy-controlled 


ie ; 


areas with the armed strength", He repeatedly emphasizes the faot that 


Ss 


the Asian nationalist movements cannot hope to "solve the pr lem « 


liberation of the working class", etc., without res: 


\ 


the imperialist powers from the m pressed countries": 


hope to 


te 


and illegal action by the proletariat of the towns "oooupied by the 
The imperialists, Liu announced, although weak and isolated in many areas, 
are armed to the teeth, and their forces must not be under-estimated, 


Nevertheless he appears to regard the Communist victory hina, 

growth of nationalist movements in South-East Asia, as havin ) 
advantage in these territories over to the Communist side, by creating a 
new alignment of forces capable of offensive action, 

The resistance movements are mentioned in the following order: 
Indo-China, Burma, Indonesia, Malaya and the Philippines. India and Japan 
are also mentioned in one case and included in the perspective for the 
future, Korea, rather surprisingly, is not much stressed, The fact that 
Siam, Tibet, etc., are not mentioned is probably due to the fact that Liu’s 
speech is principally concerned with coumtries which rank as colonial or 
semi-colonial areas in Communist theory, and that Siam and Tibet do not fall 
within this category. (There was a tendency to include Siam in the first 
half of 1948, but it seems to have been abandoned, Its abandonment is 
perhaps not without significance of the degree of co-operation which the 
Kremlin calculates to be able to obtain from the Siamese regime.) 

The speech provides important confirmation for the view, long held 
by His Majesty's Governnent, that no imme 
Hong Kong, for while the Colony of 


2A» 


is not referred to at all, in spit 


to refrain from | 
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imposed by the Commumist leaders in China (and even included in the Chinese 


flag). e nucleus of the movment is the working class led by the Commumist 
Party. § applies even where the proletariat is, as in South-East Asia, 


weak, s leads to the necessity for forming a wmited revolutionary bloe 


with the peasantry. Since, however, these are colonial movements it will 


also be possible to find unreliable but nevertheless useful allies in the . 
petty bourgeoisie, and sven, in the case of non-industrial coumtries, 

the national bourgeoisie, It will be recalled that, acoording to Stalinist 
theory laid down in 1925, the bourgeoisie in colonial territories is divided 
into two sections: the so-called national bourgeoisie, which compromises with 
and even supports the imperialists, and the petty bourgeoisie, which is anti-~ 
imperialist. liu stressed orthodox manner that these elements were to 

be considered as ultimately unreliable, and capable of compromising at 


bead 


critical moments: order to triumph the risings must be led only by the 
proletariat and the Commumist Party, but it should ineluie all anti- 


’ 


imperialist parties, classes and ups, This national front policy was 


elaborated in great detail in Mao Tse-tung's speech on the 28th anniver~ 
of the formation of the Chinese Communist Party, and it is continu- 


ally stressed in Liu's speech, 
The workers are urged to acqire a thorough wnderstanding of Marxist~ 
Leninist theory, Arxmed thus with the ability to understand correotly the 


form which the struggle must take, and ensured of the moral support of the 
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Soviet Union and the People's Democracies, ‘the “national liberation armies” 


can be assured of viotory. 
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FOREIGN OFFICE, 


Se «we lL. 
zOth rJecember, 1949 


Dear Bell, 


Our representative in Tamsui (Formosa) 
¥a8 eporoxched by the Cecretary-ceneral o1 the 
Chinese Seamen's Union recently, «mf asked for the 
following messsge to be psssed to Finet ss President 
of the International Confederation f Free Trade 
Unions: - 


"Please accept the conzrotulsticns end best 
wishes of the 500,000 members of the Chinese 
Seamen's Nnion on the inaugural meeting of 

the International Confederation of Free Trade 
Unions. i@ deeply deplore that the unity of 
the World Labour Organisation has ben split 
through the intrigues of the Soviet Communists 
but rejoice that the workers of the freedom 
loving nations have now united to thwart these 
intrigues, to serve the true interests of the 
workers and to promote internal peace. Most 
of our country is oppressed by the Chinese 
Communists who are the accents of Soviet Russia 
but our search for ismocratic freedom, our 
faith in ultimate victory cannot be shaken and 
has been greatly strenzthened by the establish- 
ment of the F.o.k.v.. - «6 Fuchnital, cecretary- 
yeneral," 


This arrived too late for the Conference, but no 
Goubt you wiil wish to vess it on to Oldenbroek. 


Yours sincerely, 
A, Beli, »8., 
'U.C. General Councl., 
‘ransport iiouse, 
Sritn Ugquare, 
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Memorandum by Sardar 
Panikkar on 
developments in the 
border areas of China and 
repercussions upon India 
of a communist regime in 


China 
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Fee CLOW, AK, Copy has gone to C.R.O. 


| _ \,.The Indian Ambassador's 
appreciation of the Cp ecg; Communist policy. 
towards those parts of the Chinese Rep&iblic 
inhabited by non-Chinese races is very plausible; 
but I think he errs in considering Manchuria 
as one of these areas. The Soviet Union may 
demand a separate regime in this area, which is 
s0 vital to its interests, but Chinese sentimenat 
if left to itself would demand its imkexmah 
incorporation (less the Hsingan,or Mongol, areas) 
in the Han Soviet epublic. | 


” 


The Ambassador's views 
on Yunnan are, I think, rather @.- Yunnan | 
and Sgecmwan are distinct in every possible way, 
and indeed the Yunnan peasantry live (comparative- 
ly speaking) in conditions of barbarous and 
squalid plenty. The importance of General Malaria 
as a defender of: Burma shd. never be overlooked 
in considering the possibility of Chinese aggress- 
ion against Burma from Yunnan; the non-Chinese 
raceg of tae Yunnan lowlands owe their continued 
non-absorption to him, and there are many parts of 
Yunnan where Chinese, with their lower immunity, | 
simply cannot live. Furthermore, nature has — 
effectively ensured that the communications in ._ 
Yunnan must always remain unsuited for intensive 
industrialization. . | | : 
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Tee x cee - SeE. Asia Dept. might 
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vital, interests o f the Soviet Union and the Chinese 
munists might clash, but until we know a 
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Kremlin and the Chinese Communists it would be unwise 
to forecast that the clas . occur. In Sinkiang, 
Inner Mongolia and Tibet Chinese interests are 
largely ones of prestige and innate nationalicm 
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- Sardar Panikkar's assesement of the 
effects of the spread of Communism to the — 
whole of China is, as Nanking say, acute and 
incisive; it is also depressing. == "= ~~ 


4 4 , es b 
+ . wee 


8. His thesis is that there are 
conflicting forces at work in the countries 
South East Asia which are directly affected 
by these developments. The first of these’ 
forces if the nationalist (i.e. anti- 
imperialist) feeling which motivates the 
movements for independence in thexcountries 
of this area which have up to the present 
been under the colonial tutelage of Huropean 
Powers. By their failure to appreciate -the 
force of this national feeling and their. 
unwillingness to satisfy local nationalist’ 
aspiration, these Powers are in fact encour- | 
aging the second of these two forces; this isi 
the rise of Communist influences In Sardar | 
Panikkar's view, there are strong external 
influences aiding its spread and he estimates 
that once Communism has successfully — 
established itself in China, it will overflow | 
into South Bast Asia, and in alliance with thej 
Sommunist movements -in--Buraia—-and—Viet- Nan, 
will spread from the Chinese border to 
Singapore. He envisages the creation of a 
Communist bloc under Chinese leadership and 
to this extent his estimate of the situation 
appears to conflict with the view expressed 
by K.P.S. Menon, in-his reply to our message 
to Pandit Nehru; (see para.6(d) of U.K. High | 
Commissioner, India's telegram X95 in P94/1015— 
 f10G. )eB,P.S. Menon thought the Chinese would } 
not direetly -help Communi'st-parties—in th J 
areas. Sardar Panikkar thinks that the | 
Chinese, Communist Party will attempt to extend 
its control over. the other Communist elements. 
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5. H.M..Ambassador in Nanking. endorses the 
views expressed about Tibet and thinks that 


H.M.G. should take advantage of-any favourab} 


opportunity to adopt a realistic recognition 
of Tibetan autonomy and to diseard the 
fiction of a nebulous Chinese suzerainty. 

As suggested previously it might however be 
considered inadvisable for H.M.G. to take the 
initiative, but we should certainly be well 
advised to concert such a move with the | 
Indians in the event of the Tibetans taking 
any action on the lines suggested by the 
Indian Ambassador. 


6. Mr. Lamb has also written recently to 
Mr. Dening in connection with the recent 
visit of the Tibetan Trade Mission and has 
expressed similar views about future 


developments in Tibet. (See FIOD: | 7 94 ae 


7. I agree that it might be useful to have 
a copy.of this despatch entered with South 
East Asia Department. 
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The main xknkeragsh significance of 
the memorandum is however the light it throws | 
., 0n Indian thinking, Though | 
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COMMONWEALTH RELATIONS OFFICE, 
DOWNING STREET. 
Sth February, 1949. 


Dear Scarlett, 


The enclosed two documents were left with me on the 


7th February by Ford of Canada House. They are, as you will 
see, 


- 


(a) a memorandum by Pannikkar, the Indian Ambassador in 
China, about the prospects if China goes Communist. 
This memorandum was prepared for the Indian Governmen 
and was communicated confidentially to the Canadian 
Ambassador in Nanking; 


(b) comments on Pannikkar's memorandum by the Canadian 
Department of External Affairs. 


Cana@da House would be very grateful for our comments 
on these two papers. I will let you know if we have any 
comments here; meanwhile I should be grateful for your 
comments and also those of Galsworthy (Colonial Office), 
whom I am sending copies. 


Canada House point out that it would not be 
desirable to let the Government of India know that 
Pannildar had passed on his memorandum to other Governments, | 


Yours ever, 


’ 


P.W.S.Y¥.Scearlett, Esq., CMA. 
Foreign Office, ae 
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Chinese Nationalist 
overnment’s proposals 
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Mr. Dickover called on me this worning, 
accompanied OY Mr. Ringwalt, amd discusséd 
a number of topics. 
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Mizv Dickover asked me what we thought of this. 
I said we had given no consideration to the 
matter, §peaking personally, it seemed to me 
fantastic that the Philippines, the ainost 2 
defunctfWationalist Government and a weak Southern | 
Korean administration should be the initiators ‘ 
of an anti-Comiunist front. I thought the move 
would only irritate other Asiatic nations, and 
I believed that in India the press were suzgesting 
that the Americans were oehind the move. Chiang 
Kai-shek’s main idea nowadays seemed to ve to 
make as much mischief as possible. He was 
credioly oelieved to hold the view that only a 
third world war would save him, and no douot he 
would be happy to cause a third world war if he 
could. Mr. Dickover said he thought President 
Quirino's participation was an election 
ManoeuVSe. ane 


a@@ee+feeseeee#eekes 


» 


(Sed) MiB. Dening, 


SR] 


com Fung jrorrglio. altchd. 


} JEGRAM ig 


0. 

Dated | of. ¢. 
Received | 
in Registry Ob 8 BF, 


mT PE tO ge ieee 


sediaiin ote. SL mle — eh ag i i Pt a nti et Rg MN, he OR NFER YT NE, I 


(M inutes) 


SETA: * 
Ab aii betes 


Aecadins h Manta chohatch (mw Fists fios2y}io ) K. Mijinal 
References : been eptinded Ly Proatcent 


(How disposed of) 


re 


oAY 


we 


J - C 
x AD: > 
ia ke reas oh 
ee 4 


nest 


FAR EASTERN DEPARTMENT 


CHIN 


ated 1 


eceived 


in Registry 4th. August 1949 


et ee) eee lee oe 


Last Paper 


aw, 


References 


(How disposed of) 


Pore ee TR ge Pigg go : , fa : ny y se" . ore ¥ 
nent iti ARON AAAI. RN Att, sli. aie inp Haein de ne 


pe (Minutes) 


Re aa bib aoc ape ot Peg ig Se 
bliin We ee Oo eee en ee 


Werte ® 


Se he 


; 
13 


RE BRR 
ae gn OA eran, 


me eet 


= 


Pe eee 


The Chinese Minister-Ceunseller 
called teday te canvass, on instructions 
from his Government, Sem our support for 
the recent initiative taken by Chiang Kai 
Shek ever the project for “Pacific Union”. 
The Chinese were most anxious to know our 
efficial reactions though they were clearly 
equally anxious that ne publicity should 
be given to their inquiry. 
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Throughout the conversation whic 
fellowed, and ranged, as it always does, 
ever a variety of other subjects, I 
studiously refrained from answering 
Dr. Tuan's initial question. He, fer his 
part, did not ask me for any personal 
reaction. When our conversation had 
completed the full circle and he put his 
question again I teld him that I would 
tell my superiors ef the inquiry and let 
him have an answer in the course of the 
next few days. I hope I left him with the 
impression that the whole manoeuvre 
ludicrous that we had not bothered t 
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again the confidential nature ef this 
inquiry and added that doubtless the 
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This is an raphrased version of a Secret r€ 
marked 0, TP. (One Tene Pad) or Pablex must first be 
icated to persons outside British and United States Government Services 

Any telegraphic retransmission of @ telegram marked Publex must be in a One 
Time System. ; 


Inward Telegram to Commonwealth Relations 


ALLOTTED TO FAR EASTERN DEPT, D, II 


on 


FROM: ACTING U.K. HIGH COMMISSIONER IN CEYLON 


RPID: U.K. HIGH COMMISSIONER IN COMMONWEALTH OF 
ACTING U.K. HIGH COMMISSIONER IN NEW ZEALAND 
ACTING U.K. HIGH COMMISSIONER IN PAKISTAN 
ACTING UeK. HIGH OOMMISSIONER IN INDIA 


D. 2nd Auge, 1949 16.20 hours 
+s nd * Li9 13047 hours 


RIORITY 
Os SECRET 


Addressed Commonwealth Relations Office No. 593 repeated to 
High Commissionors Canberra Noe 43, Wollington Noe 38, Karachi No.71, 
Delhi Noe Jie 


Vaithionathan informod us today that Ceylon Government received 
lettor last wookond from Goroa, their Ambassador in Washington, 


conveying invitation from Phillipine Government to forthcoming 
Conference in Manila, o ee ee 
2. Vaithianathan added that ho had not yét had opportunity +o 


? =o a 


t 


consult Primo Ministor but that it was possible 


might wish to accopt. 


— 
i, 


Ze Grateful for 


? 


his is an unparaphrased version of a Secret cypher message and unless itis 
marked O.T.P. (One Time Pad) or Publex must first be paraphrased if com- 
municated to persons outside British and United States Government Services. 

Any telegraphic retransmission of a telegram marked Publex or Typex must . 
be in a One Time System. 
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F, 2180/6, 
_ CYPHER (TYPEX) 


TO: ACTING U.K,HIGH COMMISSIONER IN CEYLON 


a 


- 


RPTD: U.K,HIGH COMMISSIONER IN COMMONWEALTH 
SUSTRALIA 
ACTING U.K.HIGH COMMISSIONER IN NEW ZEALAND 
iAGTING U.K.HIGH COMMISSIONER IN INDIA 
iCTING U.K.HIGH COMMISSIONER IN PiKISTAN 


(Sent 23.20 hours 3rd fug., 1949) 


PRIORITY 
No, 64.7. SEGRET 
Addressed Acting U.K.High Commissioner Colombo No, 647 


_ 


: 


repeated U.K,High Commissioners Canberra No. 86 Wellington No, 399. 
New Delhi No,2350 Karachi No.161 $4 


Your telegram No.593 of 2nd /ugust repeated Canberra 


Y 
: 


Nosh3 Wellington No. 38 Karachi No. 71 Delhi No.9h. 
PuC ivi CONFERENCE 


’ oe 


- 
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Please inform Vaithianathan as in my telegrams Nos, 393 


we 


and 394 to Wellington. 


Mr. M.E.Den4 
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BRITISH EMBASSY 
WASHINGTON 


Dear Department, 


When we were talking to Allison of the State 
Department recently, he showed us a copy of a letter 
fran President Quirino to Rommlo which wes publi 
on Srd August. Allison considered this interesting as 
throwing new light n Quirino’s present ideas about a . 
Pacific Pact. this letter Quirino stresses that it 
would involve political, economic and cultural co-operation 
but no military commitments. He does not mention Chiang 
Kai Shek and makes only one passing reference to Chine. 


You will no doubt be receiving the text of the 


letter from Manila, but we are enclosing a copy of it, 
es it may possibly reach you more quickly from here. 


Yours ever, 
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“a one Wen sree coments tha 


les ‘rom the béndes of Soviet Russie. 
ihiitary papeitea: ean be easily poured down into the 
region", where many of the"separatists" still cherish 
an ambition to create a so-called Bastern Turkestan. 
This, it seems to me, im an interesting reflection, 
as it is seldom, even now, that hostile references 
are made ene Shy to the U.8.8.R » even by innuendo. 
Se The Tihwa correspondent of the ( entral 
News Agency, wh: echoes the voice of the Chinese 
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‘Was @ political prisoner in Sinkiang under 
deal regime of the notorious She 
has held the positions of Political 
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ts Council, Chinese Government State 
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By Lin Yen 


This document is an open letter to the people published by the 
Bemocratic League for the Maintenance of Peace in Sinkiang which was only 
recently organised at Ining, This letter was published in the "Chien 
Ghin Pao" of 21st August at Ining and is worth our notice because it is 
an outspoken revelation of the attitude of the leaders at Ining toward 

the Binkiang situation, 


Over one year has elapsed since the Ining people opposed the 
appointment of Masud as Chairman of the Sinkiang Provincial Government, 
There was at one time the likelihood that the tense situation would 
develop into open warfare. Recent developments have shown however that 
not only has there mot been an aggravation of the situation; but there 
has been a movement on the part of the Ining people promoting “peace, 
unity and democracy", 


The reason is that the leaders of the Ining people are no 
longer as impulsive and inconsiderate as they were before, They are now 


cooler and more reasonable, They have moved over from a racial struggle 
to a democratic movement, 


e 


In the beginning of August of this year, the leaders at Ining 


» Galled a "Democratic Conference to Maintain Peace in Sinkiang” at which 


it was resolved that a permanent organisation, the "Democratic League for 
Maintenance of Peace in Sinkiang” should be established and the paper 
"Hsing Pao" which was moved from Tihwa to Ining will be the mouthpiece of 
the League, The views ami policies of the League are revealed in the 
above-mentioned open letter a precis of which is given below:- ' 


To the people of the whole province; 


We are a group of prominent members loving progress and 
democracy, religious leaders, and leaders of the Cultural Advancement 
Association and of the Youth's Revolutionary Society. We held a con- 
ference at Ining in order to study and disouss the basic needs of our 
province, 


As a result of our study and discussion, we have come to the 
decision that the fundamental reason for the sufferings of our peo; 
this sch gcd is that we are lacking in a ‘sincere spirit: we unit 


Our enemies have 


hatred between our differen 
our benefits, = 


The people were however disappointed by this assurance of free- 
dom, The political rights were still in the hands of the enemy. Osman, 
assisted by his accomplices, robbed the people and killed our women, 


We are confident that the various reces in Sinkiang, by uniting 
fogether, can build a foundation of righteousness and freedom, so that we 
can free ourselves from slavery, backwardness and sufferings. We must 
rebuild our life and put an end to the animosity between the different 
races as Well as our contempt for the minority races, 


In order to realise the above aims, we have organised the 
Democratic League for the Maintenance of Peace in Sinkiang, The mission 
of the League is to advance freedom and peace among the people, to carry 
out the peace pact concluded on 6th June, 1946, to investigate and punish 
the adventurers who violated the peace pact, and to co-ordinate the work 
of all those who work for the public good and who love peace. In order 
to uphold the provisions of the peace pact and to secure the legitimate 
rights of the people, the League will also struggle for the fulfilment of 
the following fundamental demands:~- 


(1) o seoure freedom of speech, publication, assembly, organisation, 
and religious beliefs. 


= 


(2) Sinkiang people, regardless of which race they belong to, should 
have equal right to hold posts in goverment organisations, 


(3) Officials should in principle be elected by the local people 
and considered by the people as trustworthy, 


(4) Members of the people's assemblies who assist the government in 
its work and in supervising civil servants should be allowed free exercise 
of their powers. 


(5) Organisation of cultural advancement associations and of other 
organisations for the improvement of the life of the people of Sinkiang. 


(6) The right to publish all sorts of publications in Sinkiang 
languages and a favourable environment for their development, 


SNe tak aes 


ted Ade we 


as 


(7) More elementary schools using Sinkiang languages, establishment _ 
of orphanages, free schools for the poor, technical schools, theatres, an 
broadcasting stations, 


AE 


_£ $6 
st 


(8) Judicial work should be carried on in Sinkiang languages, 
judicial organs should be independent of administrative organs, 


tee ie aauyrente and their dependents should be entitled to 


extenis its welcome to all people within the . 
ess of their race, religious belicf, social s atus, or 
| ope! yng as they are anxious to secure the 
welfare and legitima: © ‘rights and privileges of the people on principles 
of peace and democracy, 


Sinkiang Provincial Goverment, five members. nt oe 
Sinkiang Provincial Government Political Council, five 
regional commissioners or vice-conmissioners, four 
members of the provincial assembly, the heads of four 
newspapers, nine political or cultural organisations, 
and a number of district magistrates, middle school 
principals, bank managers, mirior officials, and other 
presumably prominent local people (some of the 
officials were originally members of the provincial 
coalition government, but were withdrawn to Ining 
together with the vice-chairman of the provincial 
government), Letter published on 1st August, 1948. 
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Soviet Russia and Sinkiang, — 
1G, Refers to Nanking tel No 140(F1808/10538 10) 


and despatch No 58/0 No 46 (2/1040/49) (1950, 
1015/10). * 4 

Encloses copy of a ‘Leading article from . 
S/ the .American=-owned Shanghai Evening Bost and Meru 
°( 44/1040/49 ) of 8th Fep., and an extract from a report by Mey . 
ewe | Tan Morrison on a Visit to Sinkiang on Russian 
Dated 4), th FeD 1949 activities there. 
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le | According to Mr. Libe man's 
Chinese fInformants, the Soviet aims in Sinkiang (? 
for the present) are? : 
(4) a mining monopoly 
(14) a trade monopoly —— 
(441) a civil aviation monopoly. 
2. i am inclined to think that 
there is probably good foundation for these reporeay 
for each of the above items has been confirmed to a 
small extent in varying ways: 
4) we know from TOP SEC: 
sources that the Soviet Cm sulate-General at ILI, 
in the rebel-controlled area of Sinkiang, contains 
a staff of geologicgal experts. 
(41) the Soviet debantniioe 
has confirmed orally to H.M. Ambassador at Nanking © 
that negotiations regarding border trade between 
Sinkiang and Russia or in progress between the 
local authorities i kis and thes vie 


General at Urumchi in 5 & | PONE ge. 
(441) we know from TO 
sources that the Chinese Embassy at Moscow h 
@saued visas to a Bm S@Viet delegation proce 
Urumchi to discuss an aviation a 


Roe The “treaty" gree 
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Enclosure in Nanking S/O No. 77 (11/1040/49) 
of 14th Pebruary, 1949. 
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SHANGHAI EVENING POST. February 8th, 1949. 


SOVIET RUSSIA AND SINKIANG. 


ee ee ee oe ae om 


Some speculation has been occasioned by the 
fact that the Soviet Ambassador to China, General N.V. 
Roschin, has been the only such foreign envoy to 
accompany National Government Officials to Canton. 
Others have kept their top representatives in Nanking 
and sent only subordinates south. This has seemed a 
strenge irony, all the facts of China political life 
being considered, and in some quarters there has even 
been a tendency to suspect Moscow of exercising its own 
special brand of humor. 


But Moscow is usually pretty practical. There 
may be concrete reasons why it is desired to keep General 
Roschin = recently reported about to meke a quick trip 
home - in close contact with the Waichiaopu. And 
glancing over several recent dispatches by Henry R. 
Lieberman to the New York Times, we note that this shrewd 
observer has a theory that developments in Sinkiang 
might have some bearing on the matters 


-Batehisst=monath Gencrai Chang Chih-chung, 
leading member of the National Government, went to 
Sinkiang by way of Lanchow, allegedly deputized to 


arrange @® new économic agreement for Sinkiang with the 
Russians. If this is the ease, obviously the Soviet 
ambassador would like to be in close touch with the 
Chinese Foreign Office in order to sign any agreement 
at the earliest possible moment, 


The result of such pact, understood to be 
Anitialled by General Chang with a Soviet representative 
(urumehi) would be to swing north-west Chine 
“4dnto. ‘the Soviet orbit and presumably reat 
interesting diversion by pitting the A ly — 
China's Communiets. It recalls , 94. 
when Manchuria=born General | 


Care] 


ma, 


A trade monopoly for the Soviet Union, with 
Sinkiang's raw materials, especially wool, going 
to Soviet Asia in return for finished | 
A new civil aviation agreement, ‘renewing the Soviet 
Union's existing virtual air monopoly through a joint 
Chinese-Soviet airline. Although the Government 
s announced its intention to abrogate the present 
pact, the Hami~Alma Ata airline is still operating. 
Under Appendix IV of the existing air agreement, which 
was negotiated with the stipulation it was not to 
be published, the Soviet Union agreed to place at the 
airline's disposal "the necessary flying personnel" 
and"Wecessary Qualified engineering and technical 
personnel for investigational projecting and 
constructional works associated with the airline." 


This agreement would AE erie § . patterned on the 
revious Soviet arrangement with Generel sh Nnge } gave 
the Soviet Union minin rade rights 
allowing a voice in | oittiesl affairs in erode for 
clans, arms, » lanes, and some Russian troops at Hami, 
eastern gateway to the Tarim basin. : 


Fol low: 
resulted in 


Reports some months ago 
Turki’ leaders on the qt 


Enclosure No. 2 in Nanking 8/0. No. 77 (11/1040/49) 
of 14th February, 1949. 


Extract from report by Mr. Ian Morrison on a visit 
to Sinkiang. 


Russian activities heres 


Sino Soviet Air Corporation. Operates 
under agreement signed in September 1959. Authorised 
capitak U.S.$1,000,000. Capitel 60/50 between Russian 
and Chinese governments. oard of Directors has three 
Russians 35 Chine’se. Present chairman Iiu himself, 
Supposed to meet yearly. Operations in charge of 
Russian General Manager in Tihwa. At present Platon 
Vorobiof. Company has two Dakotas. Weekly service 
between Alma Ata and Hami and weekly between AA and Tihwa 


Although Chairman of board, Liu is 
never consulted. Board last met four years ago. 
Many unsettled questions, main one heing that of 
Chinese staff. At present total staff about 70, 
but all important posts in office and all technical 


steff Russians. One assistant Chinese general manager 
ami one secretary; Chinese want 50/50. 


Liu doesn't think planes being used for 
secret purposes. Chinese customs are free to inspect 
planes in Tihwa and Hami. Why then does Russia maintain 
this service which can hardly be called economic? 

retly, to assert Russian prestige in Sinkiang,. 
condly, for convenience of Soviet Consulate-General 
TS » 
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Ninghsia, Chinghai, and Singkianc, and trade between 


Singkiang and Soviet Russia. 


Economic Committee for the four provinces of Kans 


Refers to Nanking $/0 77 dated 14 Feb 49 

2 (F.3232/10126/10G), and encloses copies of translations 

No. 147 (13/4040/49). from (1) Yi Shih Pao of 11 Feb 49, (2) Ta Kung Pao of 
11 Feb 49, and (3) Central Daily News of 13 Feb 49. 


| | : Copied to Singapore No. 76 Moscow No. 33 
or eae ko Washington No. yc Tihwa No. 8. : 
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ECONOMIC COMMITTEE FOR THE FOUR PROVINCES OF 
KANSU, NINGHSIA, CHINGHAI, AND SINKIANG SET UP: 
GENERAL CHANG CHIB-CHUNG CHAIRMAN OF THE COMMIT Tg 
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/The authorities of7 the north western provinces 


‘ Tn 


will take all necessary economic measures to meet the 
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current situation and to stabilize people's livelihood. 


oh ete 


The Headquarters of the Military and Politifcel Administrator 
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for the worth wast have set up an Bconomic Committee, 
formed by the Chairmen of the Provincial Governments and 


Financial and Reconstruction Commissioners at Kansujy 
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GOVERNMENT HEADS IN KANSU, NINGHSIA, CHINGHAI, 
AND SINKIANG SUPPORT PEACE POLCY. 


Central News gervice telegram from Lanchow, lOth. 


The spokesman of the Headquarters of the wilitary 
and Political Administrator for the North west made a formal 
statement to the writer, to the following effect:- 


When General Chang Chih-chung arrived at Lanchow, 
the military and political heads of the provinces of Kansu, 
Ninghsia, Chingheai and Sinkiang came to see him and exchanged 
views on the current situation. They have come to 
unanimous decision; they all give sincere support to 
the peace policy promoted by the central government and they 
as well as the local people give similar support to General 
Chang's advocation of peace and his political leadership. 
Plane for the improvement of the present political and 
economic conditions are now under consideration, so that 
stabilisation and progress in the yorth west may be attained. 
The broadcast from abroad that some papers in China reported 
that certain genersl in the worth west advocated war and a 
certain general opposed the peace talks is without foundat Lon e 
and should be refuted, Be 


. 


Qur own telegram from Lanchow, 10th. 


Owing to the fact that many military, | political, 
and economic problems in the yorth west ee we 
discussion and settlement, Geweral Ch 
postponed his return to Nanking. — 
gent by acting President Li Tsung-jen wil 
Nanking in a day or two. The mongolian fF 
Ala Shan Banner, Ninghsia, has left Nin 
to call on General Chih-ct “ 


ee a ae ae a ae en a 


‘Central 


SERVICE TELEGRAM FROM TIHWA, 12TH. 


It is learned from reliable sources that 
preliminary discussions have tuken place at Tihwe 
regarding the resumption of trade between ginkiang and 
Soviet Russia. several talks have been held between 
three representatives appointed by our government and 
the Russian consul at Tihwa, but no concrete result 

as yet been reached. The three representatives are 
Mr. Liu Tge-jung, Special Commissioner for Poreign 
ffairs for ginkiang, Mr. Liu Meng-shun, gecretarys 


A 
General of the Headquarters of the Military and Political 
Administrator for the north west, and Mr. “I Ming", 


econstruction Commissioner of ginkiang Provincial 


vernment. They will from time to time send a report 
Oo General Chang Chih-chung on the progress of the — 
telke for transmission to the central government, 
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4, These reports of recent post-war developments in Sinkiang 
contin¥e to underline Soviet ambitions and mastery in that area. 
Present governor is Russian~speaking Tartar Burhan, whose appoint- 
ment, in which Moscow, Nanking's N.W. Military and Political | 
Administrator Ching-Chih-chung, and Tibia all appear to have had 
@ hand, was the solvent which temporarily at least, has resolved 
the long-standing tangle in that area. 


: 


ae The essentials of the present situation in Sinkiang appear 
Oo bet= 


1) the new Governor Burhan represents a compromise between Russian, 
Chinese and local interests in Sinkiang. His appointment marked 
the end of the Ili revolt, which had distufbed the area since 193. 
It appears that he may have been associated with the Democratie 
League group of the Ili area, and that his replacement of Mahsud 
Sabri, against whom the Ili secessionists inveigied, has heen 
the sop to their disgruntlement with Tihga, and at the same time 
an earnest to the Russians of the liklihood of Sinkiang complai- 
sance with regard to their\demands and ambitions. 

(2) General Chang Chih-chung, the N.W. Nanking Administrator and 
close associate of Chiang Kai-shek, has moved circumspectly in 

his earlier reported efforts to disentangie the Sinkiang situation 
in his favour. The integrity of the N.W. Area (Sinkiang, Kanev, 
Chinghai, Ninghsia) has been maintained, at the cost of slow: 
coneessions to the Russian economic and administrative demands. 
Chang Chiethung's counter, a to Russian pressure in the are: 

has been the Moslem inte t (300,000 in Sinkiang), and the Moslem 
generals of the N.W. aieaia's ewnar has been the threat of an °..- 
KE. Turkistan Republic, and the ” gltad separatisn. The East Turkisten 
Republican Party leader MoHanned Amin, and the leader of the . 
original Ili separatists Achmet Jan: ‘are Junior and Senior Deputy 
‘Chairmen of the new Government respectively. 


ON Lathe 9 Stl OE SERN AA 0 na Oe 


‘ (3) Russian gains in the new situation and set-up in Sinkiang 
are tangible. The politi€al scene is set for their exploitation, 
and the Tihwa and Ining Soviet representatives appear to be con- 

ieuously | a tives The new ‘Seate ih a eae 2 
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[CAL SITUA TON AT TIHUA UP * ") THE END_OF PEBRUARY 19° 


After the return of the sesctan Commissioner for 
Foreign Affairs from Moscow and Alma Atta there was a slight 
lull during Which time he, with Liu Meng Ch'un, consulted with 
General Chang Chihechung in Lanchow. The outcome of this was =~ 
the appointment of Burhan to the Provincial Ghairmenship, . q 
Mahsud Sabri being considered too close to the Eastern 40 a. 
Turkestan Republican Party (Genuine Autonomous Group) to 
further the aims of closer cooperation with Russia. “As a 
form of appeasement to the E.T.R.P. Mohd Amin Bugra was 
nominated Vice-Chairman (Jun), the senior Vice Chairman to be 
Achmet Jan Kassimov if he would come from Tli to take up this 
appointment. It was reported at that time that the Soviet 
Gonsul General had expressed his approval of Chang ChihcChung's 
choice, and certainly he has shown himself most affable to 
Burhan and Mohd Amin whenever they have appeared in public 
together. 


Burhan's background of western training, fluent 
German and Russian make him an obviously suitable negotiator, 
his connection with the Economic Committee of the original 
Natural Products Company, a joint Sino-Soviet organisation for 
the exploitation of the agricultural and mineral wealth of 


Sinkiang as long ago as 1933, may indicate a further reason 
for his present position. 


Mohd Amin the previous Minister for Reconstruction, 
well known for his attachment to the Khotan royal family and 
ardent Turki nationalism may vrove to be the first sacrifice 
Should a new purge take place. He is just as anxious that the 
trade with India should be revived as Burhan that with Russia. 


At a time when the Communist forces were sweeping 
Southward to the Yangtze line, Sinkiang political opinion began 
to support Chang Ghih-Chung's policy of friendship with Russia 
as never before; inflation, high cost of living and likely 
penalties to anti-conmunists swept away for the time being the 
remembrance of the cruelties and lack of freedom under Sheng, 
Thus the stage was set for more formal talks, I am quite sure 
that the wily Chang hoped the goviet would keep their promise 
of influence to reunite the Three Areas (Autonomous and Pro- 
Russian) with the Seven under China, which had been the 
consistent aim of his policy ever since August. 1946. The. 
condition that Liu brought back from Moscow was for a joint. 
exploitation of Sinkiang, and full trade agreement. covering 
exports and imports; some form of Customs union to eliminate 
needless restrictions on the Chinese side of the border was. 
also rumoured. Further Soviet pressure was felt through the 
demand of the Three Areas for the complete witt u rawal of all | 
Chinese troops from the pr ovince, even ke by ~ ugh _conser iption on an. 
ever increasing sca Le in Tvegea abr Se are: is became a threatening ; 
menace of a Spring campaign , > tri ue iat bee viet coe ion - 
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At this stage the merchants in Tihua baba te: aoe 
display shop signs in Russian, imagining that there would be a 
fruitful trade on a two-way basis, newspapers in several > 
languages began to speak of Sino-Soviet friendship in glowitg 
terms and anti American Tass material became an almost daily 
feature. 


Even those near to Chang Chih-Chung known to have 
little sympathy for the Sino-Soviet trade talks roundly 
declared that Ghang must either compromise with the Russians 
or at least appear to do so, in order to avoid a clash with 
the ILI forces and thus bring open war to the North West at a 
time when the integrity of Sinkiang, Kansu, Ninghsia and 
Gh' inghai was of supreme importance in any peace parleys on an 
all China basis. This was unquestionably the deciding factor 
in a series of events where affairs outside Sinkiang were of 
much greater importance than the internal political situation. 


In order to spread the doctrine of Sino-Soviet 
friendship throughout the province the Qhang Yuan of the Seven 
Areas were called to a conference at Tihua ich the new 
lines of cultural approach, and executive action were clearly 
indicated. There are signs however that the Soviet were not 
satisfied with the progress achieved, and caused considerable 
embarrassment by demanding concessions and appointees in 
various areas before the machinery existed to bring this about. 


On the military side, General T'ao Chih-Yo called a 
conference of local garrison commanders, likewise informing 
them of the new programme, but leaving a choice of three 
possible courses on which decision was to be made. The 
Military Academy in Tihua was the first to undergo renovation, 
here the personnel (Officers only) were told they could 
elect to:- 

a. Proceed to Hankow 

b. Join the Western and South Western armies, or 

c. Stay in Tihua on the condition that they would 

prove suitable types after further screening 
and selection. 


It is considered probable that some attinens have already made 
their choice ad elected to return to China proper as they were 
seen in the 'pan-handle' of Kansu with their wives and kit. 
They stated they would not be returning to Sinkiang. This 
party contained about one hundred men, 5th Cavalry Tungan — 
troops, the ‘pest trained and most satisfactory . fighting men in 
Sinkiang under the able leadership. of a General Me, ae eas ko 
‘Ma Pu-Pang have so far reacted - ith great caution, 
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SINKIANG: 
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CHRONOLOGICAL SUMMARY OF Sil 


From 1878 to the end of the Manchu Dynasty in. 1912, at 
Sinkiang were generally peaceful, There was, however, a di; 
about the I@i basin, and even @. threat of war, between C 
Russia. But the dispute was finally.settled in 1881 by the Treat 
of St. Petersburg, under which Russia restored to China Kulje and 
practically all the T2i territory she had occupied. From th 
until 1912 there followed a considerable expansion of Russian 
economic influence through trade across the border,’ more particu- 
larly in the Zungaria area, 


f 
+ 


* 


With the fall of the Manchu Dynasty in 1942, China was weakened 
by @ period of confusion, And, although Sinkiang remained to all 
intents and purposes an autonomous State under the firm rule of 
its able Governor, Yang Tseng-hsin, Russian political and: economic 
eT ey of the province continued to make steady progres 
un 191 (-« 


Between 1917 and 1925, it was ‘Russie's turn. for a period of” 
confusion. .And the unstable internal conditions tha 


her revolution lost her the economic hold she had previously had 
on Sinkiang,. 


In September, 4920, the Chinese Government - 
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By the spring of 1927 it had become increasingly apparent . 
that Yang's authority was being steadily, if slowly, undermined 
and that 1+ was only @ matter of time before the process of 
peaceful penetration would comple te the Soviet stranglehold over 
Sinkiang, Yang, himself, appears to have been aware of this and, 
casting discretion to. the winds, he went into actione Large nim- 
bers of Communist agents and sympathisers were suddenly rounded up 
and imprisoned; police pos ts along the frontier were reinforced 
by detachments of soldiers; and all-persons entering the province. 
were subjected to a strict search and examination; while a rigid 
censorship of all mail-mattor was. initiated. These stéps . 
sérved thelr purpose for the moment and no open measures were taken 
. by the Soviet officials to obstruct Yang in his determination to 
maintain unquestioned his authority in the provinces 

‘On the 6th. July, 1928, Yang focng<hedh was assassinated by his” 
own Commissioner for Foreign Affairs and twenty of the latter's 
adherentse The reason for this murder has never been es tablished. 
Popular opinion is apt to ascribe the crime to Yang's uncompromising 
attitude towardthe Soviots; but, in ppint of fact, there is no evi- 
dence whatever that it was "Soviet instigated. There is no question 
but that Yang was a thorn in the side of Russian policy and that 
the Soviet Consular officials in the province were continuing, and 
possibly increasing, the prosecution of the line of activities 
they had begun in Sinkiarie in 1926. Also that, by keeping the 
Chinese-Moslem pot simmering, thelr aim was to create a colonial 
belt of semi-independent - but nevertheless Soviet dominated ~- 
States, including both Kansu and Sinkiang. They may not have liked 
Yang's declaration on the ist July that Sinkiang was a Province © 
under the Nanking Government, but outwardly at least the behaviour 

of the Russian officials had. always | been serupulously correot. 
Certainly, whatever Yang Tseng-hsin' s own secret opinion of the 
Soviet officials may have been, he was alweys at considerable 
pains to” treat them with the utmost courtesy. and considerations 
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During 1929 Binkiang saw a marked increase in Soviet influ- 
ence and a general atmosphtre of tension and anxiety was notice- 
abla = possi bly due to the expectation of a stiffening in Sovict - 
attitude as a’ kbps posult of the easy win they had scored in . 
the Sino-U.8,5. \ Official relations, howover, romained . 
won eae ee Pad al it “i ‘Sin een and the Beene isa uae tc to. fune- 
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however, » Ma managed to pull his force together: . and, although 
Shong's Russian aircraft compelled him to sonet ios his retroat 
into southern Sinkieng, he succocded in ear turing ‘both New and 
Old Kashgar and attomptod to consolidate his position by pulling 
the strings of nationalism, In 4 ptiblic declaration Ma announcod 
his policy to be adhoronce to the Contral Govornmont of China 
at Nanking and opens ion to tho solf—appoin a Province 
Governor, Shong Shih-tsai, who was no moro than 4 willing tool 
of tho U.8.8.Re Novertholoss ‘Ma was decisively dofcated = — 
thanks to Russian arms - and, dospite his anti-Soviet leanings, 
ficd across the border to Russian territory», whore ho was givon 
a commission in tho Soviet Army. | ae 

It is of intcrost to note that about tho game time the 
Chinese Minister for Foroign Affairs at Nanking mdc a somewhat 
Lengthy statoment of policy, in which ho doclarod that tho Cont- 
ral Government was anxious that the economic development of 
Sinkiang should procced with foroign co-operation, but. that in 
no cirecumstancos would Provincial Authoritics. bo permittcod to 
make independant Serco ee with foroign Powerse He loft no 
room for doubt that this had been made quite clear to both tho 
Soviot Government in Moscow and thoir Ambassador in Nanking. 
Noverthcloss, oconomically Sinkiang had become virtually a Soviet 
dopondensy and tho U.§8.8.R's political influence in th Provinca 
had cortainly not boon woakoncod by the fact that Shong eel 
teal owod his victory ovor Ma Chung-ying almost ontiroly 
Soviet arms and aircraft suppliod under 4 socret troaty o 
aid and co-opcration., In Kashgar 4 number of loading morchanta 
mado Little socrot of their concorn at tho incrcascd signs of 
Russian domination and tho sovictisa tion of all ma ttors ‘connested 
with the trade of tho Provinode eee 
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transactions with British traders were severely handled. Trade 
with India was so hampered that by the end of 1939 only very. 
few of that country’s merchants had thought it worthwhile to 
remain and continue the struggle in an area in which a ig aie 


had passed completely from the. Provincial Officials into the. 
hands of their Soviet "Advisers". 


In 1939 the Sino-Japanese armed conflict became a serious 
menace to Sinkiang and presented tho U.S. S.R. with an opening 
which Moscow was quick to. seize. Although stoutly denied by 
"Tass" and unsubstantiated, it is true, there wore reports that 
Russian troops wore being assembled in readiness for a march -— 
through Sinkiang to prepared defences on the Kansu border should 
the Japanese attempt a westward drive from Inner Mongolia. 
Furthermorg, Russian domination over the political and economic 
Life of the *provincd was made the ecasicr by the conclusion with 
the Central Government of a Treaty of Commerce'and an Air Agreo- 
mente The latter, which was’ not formally ratified by the Chinese 
Government until 1940, provided for the joint maintenance on 
equal terms of a regular air sorvice between Chungking and Hami, 
forming part of a five. day direct service to Moscow, The in- 
portance of these agreements to the Chinese Government and "tho 
consequent necessity to cultivate the goodwill of her powerful — 
neighbour became evident in i940, Early in that year the French 
Indo-China frontier and railway wore closed to the transit of war 

material to China and in July the Burm Road was also closed for 
a period of three monthse With the one exception of the road — 
through Sinkiang to Russia; thorefore, every channel by which arms 
and ammunition could be transported was blocked and perhaps it 
was not surprising that the Chinese Government - rathor shabbily 
troated, they considered, by. their friends in the rest of the 
world = * should fall back on Moscow for aupport in their hour of 
needs The Russidns, however, accepted such advantages as these 
overtures provided for them in Sinkiang, but remained singularly 
indifferent to the urgency of China's need for supplics. Even 
Sheng Shih-tsai, who throughout. the past nine years had settled 
himself ever more securely in Moscow's capacious Jap, began to dis- 
play signs of dissatisfaction. It is true, howover, that thi 
dissatisfaction was bascd more on personal than patriotic 
grounds and that the sol object of his next move was the. a: 
sion of certain of the Russian "Advisers", — he thou 
“were a. Little too inclined to usurp “provincial a ! if 
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as a whole = could least afford it. 

Throughout 1943 efforts were made to organise a truck 
and railway supply route from Karachi, vie Iran, the U.sS.8.Re 
and Sinkiang, to Kansu. But, when the first experimental 
consignment had actually been loaded on to trucks in India and thea 
convoy was ready to move, Moscow intimted that in some inex- 
plicable way an unfortunate misunderstanding of the position 
had crept in, as “for reasons beyond their control” no agree 
ment had been reached between the Soviet Union and China for the 
transit through the U.S.8.R. of supplies destined for China. 

The Central Government were now making their first real 
bid to establish their authority over an area in which provin- 
clalism had long been particularly strong. And, although with 
the Russians withdrawn Sheng Shih-tsai had faithfully toed the 
Central. Government line, it was clear that he was being gradually 
easéd out of the Governor's seat. In August, 1944, apparently | 
in the hope of strengthening his position by placing himself in 
possession of a number of political hostages, Sheng suddenly or- 
dered the arrest of most of the high Provincial officials who 
had been appointed by the Central Government. In taking this 
step, however, he played straight into the hands of the Central 
Authoritiess It happened that just at this time the latter were 
being harried by the People's Political Council with demands 
for improved Sino-Soviet relations; and in justification of these 
demands critical fingers were pointed to the serious economic. 
situation that had developed in Sinkiang through the cessation 
of trade with the Us8.8.R.. Sheng Shih-tsai's series of arrests, 
therefore, afforded the Central Government a golden opportunity — 
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to kill two birds with one stone and they acted promptly. Sheng 
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must result from ‘this act would establish a firm peace between 
China and the U.S.8.R.. Four. months later (14th August, 1945) 
China and the U.8.8.R, travelled a step further in the conclu- 
sion of a Treaty of Friendship and Alliance and, in an ox- 
change of Notes.. On the same date Ms Molotov assured the — 
Chinese Government that MELE © wee 


“As for the recent incidents in Sinkiang, the 

- Soviet Government confirms that, as statua in 

Article V of the Treaty of Friendship and 

Alliance, it has no intention of interfering in 

the internal affairs of China,” - aes 
-The"'recent inci dents" referred, no doubt, to the IIi ravolt 
and to tribal disturbances resulting from the infiltration of 
bandits from the Soviet side of the Sinkiang border. Chinese 
official reports stated that these bandits were wel 
and had both artillery and a few aircraft + als® : 
craft had Soviet markings, Some apprehension existed, therefore, 
in Chinese circles concerning the sincerity of the Soviet 
Government's declaration of respect for Chinese sovereignty, 
with particular reference to this border province, Indeed, 
almost before the signatures to the Treaty of Friendship and 
its complementary Notes were dry, another revolt of serious 
dimensions occurred in southern Sinkiang, which it has been 
well-established was engineered and organised by a group which 
came over from the U.S.S.R. side of the border, | 
with whom, it is interesting to note, the dissident IIi groups 
disclaimed all connexion - were defeated in their attempt to © 
take Yarkand, but successfully continued to conduct trouble~ . 
some raids throughout the whole of the Yarkand-Kashgar | area 
until the Latter part of 196. 
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One of the first ar to mark the revival of Sino-Russian 
fricndship following the Treaty of the 14th August, 1945, wes 
an offer by: the Soviet Ambassador to tho Pchahee 4 Government 


General 
at T4hwa ’ at the disposal of the 
“negotiating a settlement with 
revolt, ath 


at Tihwa and the three IIi- representatives returned home to 

- build up a barrier that has continued to exist to the present 
@ay. Attempts were mde through the medium of the Soviet Con- 
suls to coax the IIi leaders back, but the senior delegate, 
Ahmed Jan, declared that they would contemplate a return to 
Tihwa only if, and when, Masud Sabri was removed from the Govern— 
orshipe How far the Sovict officials were concerned with the 
failure to implement the Agreement - entered into as 4 direct 
TaRL of. their good offices - it is difficult to. ASSEBS. 
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Russian . nterest in the whole of the eel cag of Sinkiang 
has long been great and during recent years Soviet influence 
in the three autondmous districts of IIi, Chuguchak and Altai 
has become paramount, In various ways.during 1947 the Central 
Government went to considerable trouble to attract the World's 
attention to the progressive growth of the Soviet position in 
this remote corner of the Republic and to convey the suggestion 
that the Soviet Union would shed few tears if internal differen- 
ces in Sinkiang were to perpe tus te a state of unrest. At the — 
time (1947) the picture of Russia's power and ruthlessness paint- 
ed by events in Manchuria remained uppermost in Chinese minds. 
Simple reason, born of fear, therefore, urged a policy of dis- 
cretion toward Moscow. When, a little later in the year, how- 
ever, & clash in the Outer Mongolian border region afforded the 
Chinese Government what appeared a golden opportunity to prove 
to the World that her fears and suspicions were not unfounded, 
the-opening was not wasted. 

It was claimed that Outer Mongolian cavalry, supported by 
aircraft with Soviet markings, had made incursions 200 miles 

nto Sinkiang near Peitashan (paitak Bogdo). Great play was. 

made of the part the USSR was alleged to have taken in this raid 
and the Chinese Government publicly annotinced that their Am- J 
bassador to Moscow had been instructed to protest to both the : 
Soviet and Outer Mongolien Governments. For some time after .- 
the vernacular press reproduced deolarations and resolutions 
by Chinese organisa tions | and personalities all over the world 
endorsing the Government's action and castigating the insinceri- 

; ty of the Sovi Sar da gk cups ct iy of the Outer Mongols. 
The Central Government 2 bg a baa ge were -— 
quite unable, howe’ exact posi- 
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northern districts which, however, probably have ‘fal en too. 
completely within the sphere of Soviet control to allow of any 


further hope for a successful reopening of the Tihwa-IIi nego= 
tia tionse A mare ee etly ele : 


In January, 4949, General Chang Chih-chung flew from ; 
Nanking to Sinkiang, v via Lanchowe Although officially the 
pose of his visit was to consult the two Muslim leaders Ma P 
fang and Ma Hung-kwei on anti-Commnist measures in the North- 
West Provinces and such conversations actually did take place 
at Lanchow, it is also believed that the real roason for his 
surprise journey was to negotiate a new economic agreement be- 
tween Sinklang and the USSR. The following proposed terms of 
the Agreement under discussion were reported in the presse 


‘They have never been confirmed and should be regarded with 
extreme reserve: 


& 50 years Russian mining monopoly; 
the shipment to Russia, ‘in return for ‘manufactured arti- 
cles, of all Sinkiang's raw material, Ancluding wool, 


renewal of Russia's aviation monopoly, Russia to supply the 
necessary flight, onginecring and technical staff “for 


investigational, projecting and constructional works 
associated with air-lines". 


Additional interest was centred in these alloged negotiations, 


in view of the fact that at this precise moment the National 
Government officially moved from Nanking to Canton and the 
Soviet Ambassador to China was the only one of the several heads 
of foreign Missions to comply with the Government's. invitation 
to follow it to Canton, Bowyer s in March newspapers reporte 
that negotiations for the Sinkiang economic agrcoemont haa eo 
suspended as the Chinese Government was unable to Bec | te ¥ : 
comply with the Soviet demands for freo trade, an: open 
policy and joint exploitation of minoral rosourcog, Tater’ j 
Soviet Ambassador was recalled to ial Pi 2 8 riggentel One 
rumour what it may, there are no known fe t ) 
rage te that. the movements of ‘the | 


propo: 7 OV a 
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conducted any such prelin 
Sinkiang. : 


a Chinese, 
the higher a 


@issatisfied and desirous of a reorganisation of the Corpore~ 
tion on an effective fifty-fifty basis, Nevertheless on the ist 
Juno, 1949, the Agreement was extended for a further period of 

* five years and existing circumstances render unlikely any im- 
mediate reorganisation to meet. the Chinese requirementse 


The paucity of concrete information from this remote 
border Province =~ official reports have taken as long as six 
months to reach H.M. Embassy at Nanking - make it difficult to 
assess the up-to-date position. The Hong Kong correspondent. of 
The Times, reporting on the 9th June, 1949, however, states that 
observers believe that a sort of Mohammedan Raj is emerging in 
the three North-Western Provinces, Ningsia, Chinghai and Kansu 
under the able leadership of General Ma Pu-fang, the Governor 
of Chinghai, which will offer stout resistance to any Commun- 
ist incursion. But in Sinkiang, “while there has been no out- 
ward change in the status of the province, the Chinese authori- 
tics have gone very pro-Russian, Chinese newspapers are anti- 
American and anti-British in tone, carry frequent denunciations 
of the Atlantic Pact and of Western European Union, and contain 
much of propaganda put out by the Chinese-Sovict Cultural 
. Relations Organisation, which is controlled from the Soviet 
Consula te-General" a | 

Sovict propaganda appears to be as lavish in Sinkiang as 
it is elsewhere and to follow the usual lines. As will already 
have been gathered, the chief agent for the distribution of 
Communist propaganda is the Chinese-Soviet Cultural Relations 
Organisation, through its widely scattered branchese In 1947 
the Chinese Government registered a formal but impressionless 
protest against the distribution of pamphiets containing anti-~ 
Kuomintang propaganda at a mass meeting of the Chinese-Soviet 
‘Cultural Rolatigns Organisation in Tihwa. In an article by F.£E,. 
Robertson published in the New York Times on the 8th February, 1946, 
it is stated that “A lot of propagan is disseminated from 
five heavily~staffed Consulates-General and Consulatese Much 
of the visual propaganda is designed to point out. the apparent 
differences in conditions under which the Turks work and live in 
Chinese and Soviet Turkestane Soviet propaganda achieves a down 
to earth realism in an excellent restaurant opera ted by Ai ae, 
Cultural Association in Tihwa"s ae a oe 
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received from H.M. Consul at 


Urumchi, dated the 28th June, 1949, states 


thet both the Air and Trede Agreoments with - 
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“Russia were signed on the 30th May, 1949. 
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29th Ostover 1949 from Mr. Selby, brfiee of the 

High Commissioner for the United Kingdom, New 

| ‘Deihni, to Mr. *Metealf, Commonwealth kelations 

Dated 7 Nov. 1949 Office, enclosing extract from “THR STATESMAN" 
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or less in cold storage by the R 
a violent local newspaper campaign against 
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3 " The Government of the Soviet’ Unio 

made it clear, however, . that they expecte 
he terms of the Trade A | 

mented without further delay 
Soviet citizens and their wives began to 
arrive daily at Tihua, in addition to tec: 
cians required for the continuance of th 
Air Service. Aa a eae 
= Ma Hung-kwei next paid a Visit to. 
Canton and in duly the Executive Yuan issue 
orders for the. suspension of all ar 
for the resumption of Sinkiang-U.5S. 
And it would appear that, | 
stocks of conmodities, such’ | . 
were available in Sinkiang for export, >: 
overt preparations for’ an exeh: 
with the Soviet Union cease Ls 
despite newspaper reports 
almost. the only vehicles to be. 
roads were a small convoy o of "Zis" ‘trucel 
which made’a weekly. jour ickw 
wards from Russia with 
Consulates; and a few trucks 
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Military and Political Committee" was 


(Continuation of minute on 
1/10126/10). 


and a member of the Northwest 
and Administrative Cor 
appointed Chairman with Kao Chin-chun, | 
Political Commissar of the First Field” 

Army of the P.L.A., and Saifudin, Acting 
Chairman of the Sinkiang League for the 
Defence of Peace and Democracy, as vice 
Chairmen of the Provincial Government. 


. 


t the inauguration ceremony at Tihua 


speeches were made by both General Peng 
h-huai, Chairman of the Northwest 

Military and Administrative Committee, 

and Chang Chinp-chung, now a full-blown | 

Communist and Vice-Chairman of the Northwest 

Military and Administrative Committee. 


A Peking radio message of the 49th 
January, 1950, announced that a "Northwest 


officially inaugurated to "take over the 

administration of the Northwest People’s 

Government and to administer uniformly the 
five Provinces of Shensi, Kansu, Ninghsia, 
Chinghai and Sinkiang",. 
that this administration ig 
and not in place of, the Si 
Government. in describing the new Mili 
and Political Committee the 1n. 
General Peng Teh-huai, said 
on 
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the 12th January, the United States 
Secretary of State, Mr. Acheson, : 
that the U,8.! a Re was er hag ory! four 


; snenersa and Sinkiang. 


gf stati n 4 3 were Peiakioes, -6On. the 25th 
June, Mr. Ac ee0n, in support of his 
— 0 stated in regard to Sinkiang 
hats: a ; 
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"In June, 1949, the U.8.8.R. obtained 
from the National Government a five 
year extension of the 1939 air 
agreement, granting the Soviet 
exclusive rights to the Alma Ata-Hami 
air route. A simultaneous attempt 
was made to obtain new privileges of 
trade and investment in’the area from 
National Government when it was in 
retreat and hed already withdrawn 
ith of the Yangteze. In Ili, 
in  eetheaatare Sinkiang, there was 
until recently a Soviet-oriented 
autonomous government from which the 
ets obtained extensive operating 
te to oi] wells, gold mines, and 
ten mines. There is no indication 
; the discontinuance of the special 
y rg eg ereation of the Peiping 
has meant — 
5." 
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new flare-mp of the struggle for oil and shatetey 

Orekhov.concludes, is but one of the manifestations bf 
the rivalry between the British and Anerican inperialists 
in the colonies and the capitalist countries weakened 

- by war, This struggle is a striking indication of the 
intensifying contradictions in the strugele of the .-. 
imperialist plunderers, between whon there is not and: 
cannot be any real unity, but between whon constant clashes 
and conflicts are inevitable, (SOVIET MONITOR.2.2.50)+ 
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Peking (TASS):-., According to a Hsinhua agency report fron 
Tibwa (Urunchi)# Pao Er- Chairnan of the Sinkiang — 
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throughout the country. i: “der to. strive for he | ‘con— 
struction of an independent, denoeratic y. peaceful, 
unified, strong and prosperous. People's Denocratic 
Republic. ef China under the leadership of the Central 
People’s Governnent and our great and wise leader, 
Jc Tze-t (SOVIET. MONITOR.2,2.50). 
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We seit. to you the other day a apy of a letter of the 
October from Mr. Selby in our High Commission in 
Delhi about Sinkiang, You will see from paragraph 2 of that 
letter that the Govemiment of India are receiving very little 
infomation from their representative at Kashgar about — 
developments in Sinkiang and would be glad to learn whether we 
have received eny news fran our Consul in Tihwa. You 


or any other reports about Sink 
to the Government of India. 


Foreign Office . 
London, 
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